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Foreword 
J. D. Sethi 


SCIENCE of Economics is in crisis. Rarely would an economist 
not talk about the crisis while dealing with contemporary issues. 
When a science is 1n crisis, it begins to question its own philosophic 
assumptions and methods and begins a search for alternative para- 
digms. Unfortunately, the century-old reign of positivist econo- 
mics, which included famous models and their numerous versions 
such as neo-classical, Keynesian, and even Marxian economics, lost 
track of its philosophic assumptions. Indeed, the main reason for 
the crisis is that modern economics has no philosophy whatsoever. 
The diseases of economic science have spread to other social scien- 
ces also. 

There was a time when philosophy and Science of Economics 
were inseparable but they were separated about two hundred years 
ago and the gulf between the two widened. Now there is a felt need 
for their integration once again. The difficulty is that each subject 
resists integration under the pressure of specialisation. How each 
aspect of economics is to be linked to a corresponding aspect of phi- 
losophy is a very difficult question. Nevertheless, if every com- 
bination is made partly explanatory and partly prescriptive, the 
new approach may be able to stand on its own. 

The crisis is not merely philosophic or intellectual, it is also 
empirical. Scientific hypotheses cannot be verified or falsified be- 
cause of enormous complexities of human problems. The tragedy 
of economics is that it is found weakest where it was supposed to be 
strongest, i.e. in terms of its logic, methods, and empirical analysis 
and results. 

This crisis has to be first seen in a historical perspective. About 
two centuries ago, right at a time when the Science of Economics 
was discovered, it was called a dismal science. There were two 
reasons for this. First, economics was torn away from moral phi- 
losophy of which it was a part in the curricula of the universities. 
Second, the economic situation, which was translated into econo- 
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mic laws, was one of unrelieved misery on the one hand and garish 
riches on the other. But a century later, the Science of Economics 
became a matter of great optimism as it opened up tremendous vis- 
tas for the production of goods and services. Paradoxically, as life 
became more and more complex, holistic analysis gave way to 
compartmentalisation and specialism which increasingly rested on 
pure economic analysis. Then was born the economic man in 
whose name the economists played games with one another in | 
terms of fancy theories unconcerned with the problem of rela- 
tionship between facts and values. Whenever the question of values 
was brought in, economists rejected the challenge and pushed out 
values as belonging to some other field of analysis. Even earlier, 
Adam Smith, the father of modern economics, desperately tried to 
deal with both but could not link the two. The questions that he 
asked in his Moral Sentiments were left out in his Wealth of Nations, 
despite the fact that he waited for years to publish the latter in order 
to find in it a place for ethical issues. 

During the last 150 years, we find a certain parallel between de- 
velopments in philosophy and those in economics. Just as philoso- 
phy moved from rationalism to empiricism and logical positivism, 
economics also shed its non-economic contents and concentrated 
on the so-called economic man. Whenever the economic man was 
found to be inconsistent in his behaviour or to give preference to 
non-economic considerations or seemed to violate every economic 
law, this was all explained by the non-operation of the phrase 
“other things remaining the same’’. The difference between Gandhi 
and all other theorists is that he begins with the ceteris paribus. 

Unfortunately, after Adam Smith, normative philosophy of eco- 
nomics gradually disappeared and for almost two hundred years 
positivism had a field day. In defence of their theory, the classical 
political economists, such as Ricardo and Malthus, their differences 
notwithstanding, carried a persistent campaign against the poor 
and the sick. The poor had to be sacrificed in order to get the theory 
right and equilibrium established. Their loud opposition to the 
Poor Laws (1819) led to the abolition of the laws in 1836 which 
produced the phases of worst misery in England. Marxism, which 
was a critical response to this misery, also ironically rested itself on 
the classical political economy and provided defence for it. No 
wonder values and even simple compassion were considered ene 
mies of Marxism as they had been banished from classical theory. 
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Ricardo and Marx were the originators of pure economic theory as 
an autonomous logical system unconcerned with human beings ex- 
cept as workers and capitalists. 

However, though both Marx and his liberal contemporaries 
looked upon the same phenomenon and analysed it with the same 
methods and tools, they came out with opposite results and pre- 
scriptions. This was so because each side asked different questions. 
The crisis also emanated from the fact that both sides asked the 
Same questions in an entirely different milieu. In retrospect, it 
seems that Mill, who believed that there were no more of economic 
problems left to be solved and Marx who thought that only one 
problem left to be solved was the appropriation of the property 
owning classes, together created a tradition in economic theory 
which subsumed many social problems, be they the problems of 
the capitalist or the socialist society. If Mill, Marx, Keynes, and 
others have become an extensive and profitable industry, it is be- 
cause problems have a habit of popping up and creating a demand 
and supply situation for themselves. 

The half century following J.S. Mill that was characteristically 
dominated by general optimism, notwithstanding all the predic- 
tions of Marx to the contrary, strengthened the trends towards 
making the Science of Economics free from all values except those 
of the market. There were several exogenous factors and forces that 
also helped generate optimism. But that optimism concealed a 
death trap for the economic theory. 

Persistent technological advances further strengthen this trend. 
Along with its twin sister, science, technology gave a powerful 
push to industry in the direction of producing a plethora of goods 
meant for human consumption. But under the influence of the 
same science and organisation, it legitimised unlimited consump- 
tion and greed. There was a quantum jump on the side of the de- 
mand, although it took about a hundred years. In the industrialised 
countries, the situation of misery that was reflected in the unfulfil- 
ment of basic needs, was transformed into a situation of unfulfilled 
wants of infinite variety. The Science of Economics ceased to be 
dismal, it rather became an art of rat race. 

Rapid development in transport and communication was another 
push factor. But again it was in the field of international economic 
relations that the economics of rationality and optimisation pro- 
duced its worst effects. Ironically, in this field, economics could not 
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be separated from politics and wars. Some economic issues could 
only be settled through wars. Imperialism was at once a system of 
economic expansion and a war system. So long as the world re- 
mained divided into nation-states, this perverse linkage of econo- 
mics and non-economics remained one of the central issues of the 
subject. 

Lionel Robbins is credited with giving economics a scientific de- 
finition. He said: ‘‘Economics is the science which studies human 
behaviour as relationship between ends and scarce means which 
have alternative uses.’’ Robbins simply crystallised the substance 
and the meaning which others were already making use of. Marshal 
and Pigue had already defined economics as activities relating to 
money matters in terms of human choices and market forces. 
However, Robbins’ definition must be said to have tightened all the 
loose ends of earlier definitions by insisting on the pursuit of purely 
material ends. The subsequent barren debate over welfare econo- 
mics confirmed this trend. 

In other words, no matter how rich a society is, its economic 
society is supposed to be materially poor because the means always 
remain scarce in relation to wants. However, one merit of this de- 
finition was that it also focused on the need to avoid waste. Any 
misallocation of resources amounted to economic waste. On the 
other hand, the way the economic theory came to be formulated 
ignored the question of social wastefulness as distinguished from 
market wastefulness. The last mentioned problem was highlighted 
by J.K.Galbraith who talked about private affluence and public 
poverty as the central crisis of the developed capitalist system. 

The great depression knocked off the assumed optimism of old 
economic theories and the systems based on them. Keynes put for- 
ward a new theory which, he insisted, was a total critique of the 
neo-classical and classical theories. In reality, it was only an attempt 
to defend and legitimise capitalism by removing the unnecessary 
abstractions in the old theory. His main contribution was the new 
demand theory from which he derived his macro Effective De- 
mand function. 

Both the classical and neo-classical economics were shaped by an 
environment of poverty, high population growth, inadequacy of 
production, and inequality of distribution. The Keynesian theory 
was shaped by all this as well as by unemployment and insecurity 
of incomes. The difference in the economic situations explained by 


Foreword XV 


the two schools is that inadequacy of production has been replaced 
by excess production combined with large-scale unemployment. 
To many economists belonging to both the schools, economic 
problems could be solved in view of increases in productivity, tech- 
nological developments, and control of population in the de- 
veloped world. Echoes of J.S. Mill were heard again. Yet psycholo- 
gically every society felt and still feels poor because of the unfulfil- 
ment of some wants or the others. Despite the fact that the rising 
curve of average income has made inequality look less blatant and 
harsh, people felt sense of relative deprivation. Besides, the con- 
tinuous expansion of production produced new environmental 
problems which have created scarcity and threats of new kinds. 
Real scarcity has been replaced by contrived scarcity and, as Harry 
Johnson has remarked, “the successful definition of the economy 
depends on reiterating the contrivance’’. In other words, the new 
economic problem is that of instability created by contrived wants, 
artificially boosted consumption through credit, and instalment 
planning and structural inflation. Inflation and high wages have 
kept chasing one another without a solution. 

Pure economic theory or analysis and the concept of economic 
man bolstered by the demand theory created Economism of many 
varieties. Ironically, it gripped the communist nations which had 
thrown to the winds the humanism of early Marx. Economism has 
many meanings. But the one which political scientists use is of spe- 
cial importance. They call it a violation of the political sphere’s pri- 
vileged presumption of autonomy and an exaggeration of the eco- 
nomic sphere’s importance in the determination of social and poli- 
tical relations and a corresponding underestimation of the auton- 
omy and integrity of the political sphere. 

The mathematical revolution in economics, which claimed to 
analyse every issue rigorously, produced some kind of a counter- 
revolution. Not only have the value premises been further 
weakened, but what appeared to be great issues or controversies of 
Political Economy, have also been sought to be settled via mathe- 
matical models. J.R. Hicks and his school of thought synthesised 
the Neo-classical and Keynesian models. Kaldor, Joan Robinson, 
and their followers have, equally meaningfully, synthesised Marx- 
ism and Keynesianism. Other schools of thought not having great 
paradigmatic force can be easily listed on one side or the other. 
Those who still doggedly resist this synthesis have been obliged to 
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fall back on theoretical empiricism. One profound impact of this 
synthesis has been the reduction in the number of paradigms in eco- 
nomics, so much so that Routh has argued powerfully that the eco- 
nomics of the last two hundred years has in fact been dominated by 
a single paradigm. This means the exclusion from theory of impor- 
tant problems, categories of statements, variables which are not sus- 
ceptible to mathematical manipulation. Trivialities have been piled 
upon to mathematical manipulation. Economic theory has been 
mystified as a great mathematic riddle. As Homa Katouzian has 
aptly remarked, “‘the greatest potential threat to economic science 
posed” by mathematics, “‘is the real possibility for mathematical 
forces over technologies to determine the substance and content of 
economic knowledge. . . . Mathematical economics began by the 
application of terrestrial mechanics to economic problems. There is 
now a tendency to use concepts and methods of celestial mecha- 
nics’’. 

However, any serious economist, who believes that economics is 
more than a set of mathematical equations, recognises that econo- 
mics is in crisis outside the framework of equations. Yet econom- 
ists never had it so good as today and some even thrive on the 
growing irrelevance of old theories. However, those who are 
seriously concerned with the nature of the crisis and with great eco- 
nomic problems of today disagree as much on the diagnosis as on 
the cure. ' 

The crisis is deepening because specific theories which held great 
sway and cut across competing models have proved terribly defec- 
tive and self-contradictory. For instance, the role of expectation 
have made free competition look very silly. The self-adjusting mar- 
ket or other mechanism adjust no more without serious interven- 
tion. But the interventionist economics too has run amuck. Impor- 
tant theories have been exposed as circular. For instance, the pro- 
duction function is found circular because one of its determinants, 
namely capital, defined in terms of its marginal productivity, can- 
not be known unless we know production. The Phillips curve has 
misbehaved terribly because both unemployment and inflation 
have simultaneously gone up to produce persistent stagflation. The 
labour theory of value and the impossibility of transforming value 
into prices completely upset the consistency between production 
and distribution. The adding up problem has never got out of the 
way of rationalising the dividing up problem. 


Foreword Xvi 


Although economists have debated, though without definite 
conclusions, the problem of linkages between economic theory, 
economic behaviour, and policy prescription, they have refused to 
bring into the theory questions of values explicitly. If economic 
theory stated that government expenditure could lead to reduction 
of unemployment, it also became a policy prescription. But when 
the same theory also proved that public investment could generate 
inflation and inefficiency, the policy prescription broke down. The 
moral questions left out were: that employment is a fundamental 
right as weil duty, that the state is an institution of violence, and 
that corporate system is an institution of exploitation. Once econo- 
mics begins with these questions of values, which are not falsified 
by scientific hypotheses, the result will be a very different kind of 
economic theory, different from the mercantilist, or liberal, or 
Marxist, or any other theory known so far. 

Basically there is a clash of values in all theories of economics. 
But the values remain hidden. Economism is based on strong value 
premises of which the central core is materialism defined in terms 
of raising the standard of living or maximising consumption and 
thereby optimising the pattern of production. Historically two 
aspects of theory and practice of economics deserve mention. Ev- 
eryday economics of production and exchange keep changing very 
fast in contrast to changes in scientific and biological evolution. 
Secondly, economic theories, no matter however faulty, continue 
to survive and have respective schools vigorously propounding 
them. The reason for the second characteristic is that all social sci- 
ences including economics are closely linked to an unstated value 
system. Value systems change but they remain hidden. Surely, the 
way theories are formulated leave no scope for shifting from wrong 
values to right ones. At any given time, several values coalesce and 
clash with one another. Perceptions of a society and its choices in 
social sciences are determined by these values just as values them- 
selves are seriously influenced by the environments. It has been of 
no help to modern economists for raising the discipline of econo- 
mics to the level of a science to keep values out of their analysis. 
Values without philosophy lead to vulgarisation of theory and cor- 
ruption of practice. 


DesPiTE voluminous literature, the present state of Economic Sci- 
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ence seems to have no concern for the need for working out 
strategies and policies that are problem-oriented. The controversies 
over one theory and against the other are profoundly trivialized. 
The theories may be Neo-classical, or Keynesian, or socialist. Spe- 
cific strategies of development for’ the Third World have proved to 
be strategies for justifying the prevailing paradigms. 

The setback to both the Keynesian and the Neo-classical 
theories that came from their failures to meet the challenges of the 
last two decades followed by the development decades proving a 
damp squib, led to an even higher level of abstraction in economic 
theory, despite massive strides in empirical research through the 
use of econometric technique. One reason for this escapism was 
that econometrics could prove anything and establish strong but 
meaningless correlations. © 

Marxist theory, which claimed methodologically integrated 
treatment of philosophy, economic theory, laws of motion of capi- 
talism and methods of socialist construction, has also let itself be re- 
duced to the narrow scope of the other narrowly defined, in order 
to prove its superiority over them by choosing their methodology. 
A leading Marxist journal described the state of Marxism thus: 
“It is commonplace nowadays that Marxism is in crisis. Theoreti- 
cally, this is apparent in the disintegration of the old orthodoxies 
and the failure to fill the resulting vacuum with more fruitful analy- 
sis; politically it is evident in the ability of socialist and popular 
democratic forces to build upon the current crisis in capitalism as 
well as in the problems of actually existing socialism. . . . The cur- 
rent crisis is there both theoretical and practical.” 

At the level of practice, economics has become more and more 
anti-humanistic. In the name of efficiency, productivity, good 
management, and reasonable return on capital, the corporate sec- 
tor, with its growing monopolistic and oligopolistic and trans- 
national character, has become the centre not only of economic 
power but also of the draconian and violent political power. The 
countervailing power of the state economic sector, instead of coun- 
tervailing the corporate sector, has become its ally. The alliance, 
however, is losing its lagitimacy because it has failed to tackle the 
major economic issues of unemployment, poverty, inflation, ine- 
qualities, etc. Besides, the rise of new problems such as pollution, 
ecological imbalances, exhaustion of natural resources and massive 
diversion of resources to nuclear armament etc.—problems which 


Foreword xix 


were kept separate—now demand a joint solution. However, the 
economic complexities and crises have not yet produced a corres- 
ponding political consciousness for a new political order that can 
integrate facts, problems, and values. 

The results of practical policies have not always been efficient 
and optimum. Both inefficiency and inequality have been defended 
and sustained by a network of restrictive practices of various kinds 
such as price agreements, government subsidies, monopolies, and 
oligopolies,etc. The national economies have developed behind 
protective walls and now feel obliged to protect their high standard 
of living by raising even higher protective walls. 

The production philosophy of the modern industrial society is 
dominated by the corporate greed, technological determinism, and 
ecological carelessness. Vast sums of money are spent in influenc- 
ing government policies by companies which spread this pollution. 
Technological determinism includes not only high technology but 
large capital and energy per unit of production. The energy crisis is 
a direct product of this modern industrial system. Unless the mod- 
ern economic and technological systems are drastically changed, 
the crisis will ever stay with us. But then the modern economic 
laws or theories do not deal with these issues. 

Probably the biggest crisis of the Science of Economics lies in the 
total breakdown of all wage price theories. The rise to power of big 
unions and their closed shops and then mafia-like bosses, emerg- 
ence of big multinationals, credit-based consumption on a nation- 
wide scale, and the strength of the labour-liberal politicians con- 
tinued for several decades. That coalition was the ideological hot- 
bed for consumerism, economism, and high technology. Howev- 
er, because of profound internal and structural changes, the coali- 
tion has broken down to the disadvantage of the organised labour. 
Prolonged unemployment has put worker against worker, em- 
ployed against unemployed, men against women. The opting out 
of labour from the unions in order to get better economic bargains 
and the rise of political conservatism have wrecked the old com- 
fortable arrangement under which labour market created a working 
equilibrium and protected workers. But what has remained of the 
old arrangement are the craze of material gains, greed and insensi- 
tivity in workers and capitalist alike, and the alliance against the 
rest of the community. Now that the structure of the labour force 
has undergone profound changes, workers no longer hold the cen-- 
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tral position, the power of the trade unions is broken, job security 
has taken precedence over better conditions of work, and the old 
economic arrangement has been thrown out of gear. So far the un- 
organised labour has suffered, but now it is the organised labour 
which is at a disadvantage. 

For the first time, workers are realising that they cannot ignore 
the conditions of the rest of the community. Workers are slowly 
agreeing to become partners in ownership but powerful unions, 
particularly those which are communist-controlled, are resisting 
this change. They fail to realise that the conflict-oriented role of the 
organised labour in the developed world is no longer relevant. 
Trade unions will have to be replaced by wider communities and 
this is what the Science of Economics is unable even to comprehend. 

Explosion of knowledge and rapid progress in technological de- 
velopment, instead of solving old problems, are creating new ones. 
Technology has taken the place of philosophy and it threatens to 
become the supreme value. Technology is also looked upon as the 
answer to crisis created by technology itself. But by changing the 
structure of production, labour force, and demand, technology has 
also eroded many old economic theories and paradigms. The crisis 
is getting circular and the curve of economics is a vicious circle. 

Notwithstanding all the developments in the field of science and 
technology, human organisation lags behind in capturing and con- 
trolling their essence. On the contrary, human beings are becoming 
victims of science and technology. The greater the thrust of new in- 
novatoins, the greater the threat of human enslavement. There is 
bound to be reaction towards total anti-technology which is equal- 
ly dangerous. To remove an old misunderstanding, it must be 
affirmed that Gandhi was neither anti-science nor anti-technology. 
There are limits within which science and technology can be neut- 
ral. Once those limits are crossed, science and technology will be- 
come frankenstine monsters. 

If the economic man and economic society are so defined as to 
make them always feel poor, no matter how rich they are, the core 
of this contradiction lies in the theory of consumption and demand 
and not in the theory of production. Even Alfred Marshall, the master 
creator of the theory was obliged to draw attention to the artificial- 
ly generated wants. He worte: ‘Although it is man’s wants in the 
earliest stages of his development that give rise to his activities, yet 
afterwards each new step is to be regarded as the development of 
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activities giving rise to new wants, rather than of new wants giving 
rise to new activities.”” In other words, “the purpose of economic 
organisation is not merely to satisfy wants but to create wants’. 
F.H. Knight has put forth a more benevolent interpretation by 
saying that it is a basic social human characteristic that one should 
improve one’s taste and thus create new demands. Thus economics 
as defined by Robbins, instead of identifying economic activity 
proper and avoiding wastes as a subject-matter of study, has pro- 
duced opposite results. If new wants can be generated at a rate fas- 
ter than the existing ones are satisfied, not only will there be a feel- 
ing of deprivation and poverty but society would be obliged to be- 
come an arena for a rat race among the human beings. This directly 
emanates from the accepted definition of economics, even without 
questioning its logic, and in turn must inevitably create the feeling 
of psychological poverty, no matter how rich a society is. 

If wants are divided between those which are natural and those 
which are created, then the question of rational and irrational pre- 
ferences can be sorted out. If the acquired wants are the result of 
high pressure advertisement which may be genuine or false, it is 
difficult to say whether social welfare has increased. If one has also 
to give some weight to the distinction between material and spir- 
itual wants, then the problem becomes even more difficult. With 
the contrived and created demands becoming more and more im- 
portant, the distinction between better and worse standard for 
judgement cannot be learnt or inferred. 

Thus it is not surprising that the demand theory has produced 
greed and vulgar consumerism. Truly the _ utility-disutility 
theory—the very basis of the demand theory as conceived by the 
economists—included greed and craze for consumerism because 
human wants were assumed as unlimited. 

Wasteful consumption and luxurious living have become the 
mainstay of a system which sustains itself on a built-in accumula- 
tion of capital and growth. In fact, this new syndrome of luxury, 
waste, growth, and decline in public services has become the main 
component of the new economic theory. Maintaining the rich has 
become the necessary cost of social production. As Harry Johnson 
says: “Luxurious living, which drives the whole machine, becomes 
the necessary cost of production, so that the margin of resources 
available for social uses as defence is unduly small in relation to 
national income.” 
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One does not have to be a Gandhian to see the difference between 
material and non-material wants. Even hardened neo-classicists 
recognise it. To quote Johnson again, “‘the margin of want satisfac- 
tion tends to move from the physiological to the psychological and 
sociological; the physiological needs are satisfied, the psychological 
and sociological become necessities, while the luxuries are 
psychiatric, hence the Hidden Persuaders and Motivational Research”’. 

Looking at the state of the world economy, global inequalities, 
poverty, corruption, insensitivities of the multinationals and the 
brutality of the Super Powers, one gets the impression that the eco- 
nomists are the highest-paid legitimisers of this state of affairs. The 
United Nations systern is the central forum from which they oper- 
ate. They may be Neo-classicists, or Keynesians, or Marxists, but 
they all seem to converge on protecting the prevailing order. All 
the talk about a new international economic order is a matter of di- 
versionary tactics in an attempt to legitimise the prevailing order. 
There is no counter-community of economists to challenge these 
establishments. 

Most of the people of the developing world are sinking into mis- 
ery, while their ruling elites enjoy a life of luxury which is the envy 
of the rich in the developed world. The Third World rulers have no 
difficulty in accepting or rejecting any of the prevailing models or 
theories emanating either from the West or from the East. It is no 
accident that they also converge on pushing out Gandhi from the 
debate and the curricula because of his emphasis on making ethical 
means the central core of economic theory and practice. 

The aforementioned problems and crises of economics are both 
the cause and effect of a very peculiar intellectual failure. The prob- 
lems are getting more and more intertwined and integrated, but the 
inteliectual response remains fragmented. One does not have to go 
very deep into the great complexities to understand this issue. The 
thrusts are too obvious and simple, though their causes are com- 
plex. 

It is no accident that the two opposing social systems, capitalism 
and communism, organised in two great blocs, are similar in ev- 
erything else except economics. If opposing economic theories pro- 
duced the same consequence, then economics must be accepted as 
having ceased to be a science. The distinguished author of the book 
Industrialization and Industrial Man puts the problem thus: “Can we 
survive economically without artificially stimulating the level of 
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consumption, without built-in obsolescence, and without the mod- 
ern ‘potlatches’ of space race.”’ 

The political dimension of this question is clear. Can we use our 
productivity to eliminate poverty and inequality (national and in- 
ternational) and how far is high consumption the means by which 
the bulk of the working class are kept incorporated into the Western capi- 
talist (and welfare state) societies? This incorporation of the work- 
ing class into the middle-class culture or what is called their 
embourgeoisiement remains the unsolved problem of modern econo- 
mics. The possibility of reform of the mainstream economics in 
order to make it conform to values is dim because of the methodol- 
ogy which is common to all schools of thought. There has to be an 
alternative economics and an alternative paradigm if man is to 
survive and live by values, though quite comfortably also. 

It is in this new context that the study of Gandhi, his philosophy 
of economics and his methods, has suddenly become relevant and 
urgent. 

Looking back, one is amazed at the acute understanding of each 
of the problems by Mahatma Gandhi. He dealt with some prob- 
lems more intensively than others but he never lost sight of any one 
of them. He denounced the concept of an economic man because he 
refused to recognise the separation of economics from ethics. He 
denounced the technological determinism because it enslaved man 
and sanctified only those technologies that conformed to value pre- 
mises. Above all, he struggled against the mightiest imperial power 
in terms of a nonviolent theory and order. As he went along with 
these tasks, he discovered his own Science of Economics, although 
he did not analyse it in a very vigorous manner. He left it in frag- 
ments and tagged them to some other subjects. 


Tuts book is an attempt by various authors to put these parts 
together, organise Gandhi’s economic ideals more systematically, 
and relate them to other aspects of human life. 

Since every social science has dominant paradigms which are not 
only historically relativistic but also culture-bound, it is difficult to 
pinpoint any mature Gandhian paradigms or, for that matter, to in- 
dicate a single paradigm-dominated science. But all the concepts 
are there and the right methods are also available. Since all the pre- 
vailing paradigms are in a state of crisis, there is an implicit recogni- 
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tion of the relevance of the Gandhian approach. And yet one must 
accept that at the hands of the Gandhians, the Gandhian economics 
still remains immature. The word “immature” is defined as reflect- 
ing the numerous ill-defined paradigms. However, the superiority 
of Gandhian approach and concepts lies in their in-built dynamics 
and close relations with praxis implying that once on a Gandhian 
path, not only is the system put on the path of steady growth, its 
moral legitimacy also does not remain in doubt any longer. 

Gandhi’s strong point was that he refused to build any systematic 
model because all models become static after having their full run. 
But he systematically went about initiating, developing, and per- 
fecting open-ended concepts which were amenable and adequate to 
produce many models, that is, models for a given context, situation, 
and society. But to say that he also did not have any method, as he 
did not have any system, amounts to dismissing him as a poor. 
thinker, because thought always has a method. Method is the 
necessary link between ontology, epistemology, and theory. 

Gandhian method was both scientific and moral. But it was “‘sci- 
entific’’ only in the sense in which Thomas Kuhn has used the 
phrase. The critique of the prevailing paradigm on the basis of its 
internal contradictions and empirical evidence 1s not enough for its 
rejection unless a new and alternative paradigm is conceptual and 
empirically assumes the force of calling for the rejection of the ear- 
lier paradigm. But without a moral dimension it is difficult to 
prove the superiority or greater validity of one paradigm over 
another. All paradigms can survive and that is what has precisely 
happened in mainstream economics. What was scientific has be- 
come vulgar empiricism. The moral hollowness of the old para- 
digm and the moral strength of the new one, along with its scien- 
tific dimension, have to be established with relevant concepts and 
methods. In his life and political activities, Gandhi simultaneously 
adopted both the approaches and only when he was convinced of 
the double validity of a new concept or paradigm would he call for 
the rejection of the old. In his case we must always make a distinc- 
tion between the critique and the rejection. 

This collection of essays is a sincere intellectual effort towards 
understanding and explaining some of Gandhi’s ideas on econo- 
mics. Its merit is that in their effort the contributors have self- 
defined their ideas and approaches. It is like a dawn of Gandhian 
political economy breaking on with lot of shadows around it. 
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Most of the contributors to this volume are teachers and scholars 
working abroad. Their interest in and commitment to the study of 
Gandhi is quite remarkable and certainly far more serious and 
penetrating than of those who are engaged in similar work in India. 
One does not have to be a practising Gandhian, whatever that may 
mean, to undertake the study of Gandhian thought, though it is also 
not the same thing as the study of any other subject. A student of 
Gandhian thought and practice is more like a student of religion 
who cannot escape its impact on life. The study of Gandhi is a re- 
ward in itself and commitment to it brings its own fulfilment. 

Romesh Diwan, one of the Editors of the book, is quite well known 
to the Indian economic community, through his writings on other 
subjects before he turned his attention to the study of Gandhi. His 
writings on Gandhi flow fiom the weaknesses of the existing eco- 
nomic theory and its failures to explain and tackle the problem of 
global poverty, unemployment, inequality, and alienation. He has 
taken up the difficult task of restructuring alternative economic 
principles based on Gandhian ideas. Mark Lutz, the other Editor of 
this book, has developed his interest in Gandhian thought through 
the critique of utility theory from which it was natural that he 
should have arrived at developing ideas on Humanistic Economics 
which is the economics of the future. 

I hope that this book will enliven interest in much neglected sub- 
ject of Gandhian Political Economy. 
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CHAPTER ONE 
Introduction 


Romesh Diwan 
Mark Lutz 


THE burning issues in the last few years have been the growing 
probability of a nuclear war, global “‘nuclear winters”, and a con- 
tinuously increasing risk of the destruction of civilization as we 
know it.' With Ronald Reagan in the White House, there has been 
little restraint on the research, full-speed development, and produc- 
tion and deployment of nuclear weapons of mass destruction. The 
armament race is in full swing. Cruise missiles have now been in- 
troduced in the European theatre. The talk in and around Washing- 
ton is of stealth bombers and space and “‘star wars’’. ‘‘Defence”’ ex- 
perts are developing strategies for winning a “‘limited’’—and not so 
limited—nuclear war. The Russians have reacted by promoting 
their own weapons of mass destruction. The talks on disarmament 
and arms control have broken off and their resumption is still ques- 
tionable. The people in the United States and Europe have felt the 
chill and the danger. They have poured out in millions to demon- 
strate against nuclear weapons. The consciousness of the people in 
general has been raised so that polls confirm that a significant 
majority of the population in these countries considers nuclear war 
both probable and a most serious threat. Yet, in these ““democratic”’ 
countries, government policy appears completely non-responsive 
to the manifested interests of the large majority. Not only have the 
relations between East and West deteriorated, the inner pro- 
pensities of the nuclear industry and the Cold War are resulting in a 
spread of the nuclear-weapon capability to a large number of un- 
democratic regimes, many of which are involved in serious con- 
flicts with their neighbours. Like a dark cloud, there is a constant 
spectre of nuclear holocaust, dashing expectations and hopes of the 
young, depressing many others, and leading to more distorting 
policies of leaders in government. 
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In addition to the armament competition between East and West, 
the world is divided between the rich North and the poor South. 
The logic of the development policy with its emphasis on indus- 
trialization has promoted an infrastructure in these countries that 
encourages a miniscule minority to live luxuriously in a sea of mass 
poverty where malnutrition, hunger, and lack of shelter and medi- 
cal care are the rule. The United Nations International Children’s 
Emergency Fund (UNICEF) estimates that thousands of children 
die every day for lack of food in a world where food production and 
supply far outstrip the subsistence demand. Television cameras 
from one rich country focus on a particular geographical area to 
dramatically display the nature of mass hunger—and with it, of 
course, the generosity of their government. The process of de- 
velopment divides the country into dual societies of rich and poor. 
The dynamics of a dual society and compulsions of international re- 
lations between rich and poor countries helps bring to power au- 
thoritarian governments that rule by a police state mentality, and 
where the institutions that are created to uphold law and order are 
themselves involved in “neutralizing” or murdering their own 
citizens or, to use a contemporary euphemism, making people 
“‘disappear’’. Many countries in the South thus are in a state of con- 
tinuous turmoil on the edge of a violent revolution—successful or 
otherwise. 

In the name of greater affluence for the rich and more develop- 
ment for the poor countries, the existing world order is involved in 
the extraction of ever increasing non-renewable resources to the 
point of reaching the very limits of our planet. We are witnessing 
not only increasing strategic shortages on the horizon but also com- 
pelling important changes in the methods of production and nature 
of consumption. Shortages in oil have been reflected in a mani- 
fold price hike. The current appearance of adequate world supplies 
derives from a persistently high oil price. Some other problems 
such as topsoil and its erosion, acid rain, deforestation, overfishing, 
and grasslands loss have not yet produced equally visible effects 
everywhere. Yet one fears that these effects are far more serious 
than those of oil shortages since these resources form the basis both 
of human existence and of our civilization. All the same, the world 
has passed the peak levels of production and use in these resources 
is now showing a declining trend. In the not-too-distant future, 
the impacts are likely to become both more visible and more det- 
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rimental. The unfortunate situation with these basic resources is 
that by the time their limits become more clearly visible, it may 
already be too late for any remedial action. And, compared to the 
case of oil, the shock to the system is expected to be far more se- 
rious and damaging. Some even think that it may be beyond repair 
and lead to serious calamities. 

The impact of all these calamities on the world economic system 
is tremendous. Its effects are visible on the world monetary system 
and international liquidity. A large number of countries of the 
South are already heavily burdened by foreign debt. With no major 
relief of this debt in sight, as much as 100 per cent of exports of a 
number of countries are already mortgaged to the payment of 
cumulative interest on this debt. Under such circumstances, this 
total debt has a natural tendency to increase even more. 

With few adjustment mechanisms able to reverse this trend, 
some confrontation between the large developing countries in Latin 
America and the rich North appears to be inevitable. The govern- 
ment of Argentina, for example, has already started moving to- 
wards such a potential confrontation. The Organization of African 
States is now also pushing in the same direction. With all this, the 
large banks in the rich North are particularly vulnerable. The per- 
sistence of high interest rates, continuing recession in the European 
countries, and the fall in the price of raw materials would not make 
an adjustment towards some sort of an equilibrium any easier. All 
this points to a growing instability of the present international 
monetary system. 

Such instability of the existing international order tells us much 
about the economic and political health of various countries—rich 
or poor, belonging to the East or to the West. In the rich countries 
the quality of life is deteriorating even if the standard of living has 
phenomenally improved. The value of family life and other social 
values are breaking down..A substantial number of children have 
never lived with both their parents. The single parent household is 
in the process of becoming the majority of households in the Uni- 
ted States. Kidnapping and various forms of child abuse are now a 
national phenomenon. The adult life is marred by anxiety and job 
stress. Work for a large majority of workers is both stressful and 
meaningless. There is growing scarcity of joy or pride in the work 
done. Old age is full of loneliness. Life has, no doubt, been pro- 
longed, but the lifestyle in many places has become more like a 
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nightmare. Single and old people living alone in their heavily lock- 
ed apartments find themselves prisoners in their own homes. In our 
cities, the fear of being mugged is omnipresent, and the increase in 
police services seems to be able to alleviate this little or not at all. 
Crime has become so commonplace that police often cannot even 
care about burglaries, even rape, being busy as they are with mur- 
ders and other serious injuries. On top of it all, the availability of 
such basic goods as water, air, and food is qualitatively deteriorat- 
ing through environmental pollution. DDT, PSB, EDB, are now 
household words. The Italian Sveso or the American Love Canal 
are no longer isolated cases. Such chemical dumps are being dis- 
covered with increasing regularity. 

In the poor countries, poverty stares into our face. The size of the 
poor population is unbelievably large. A visit to any big city in the 
South, e.g., Calcutta, Delhi, Karachi, Khartoum, Cairo, Lagos, 
Mexico’ City, or Nairobi introduces to the visitor begging and 
starving children in very large numbers, as also mutilated bodies, 
dying old people, and people living on the street without any ame- 
nities of shelter, food, medicine, etc. At the same time, the govern- 
ments of those countries boast of growth in GNP, new industries, 
advanced technologies, and more and better higher education and 
research. All the analyses, estimates, and other evidence point to 
the fact that this poverty is on the increase both in terms of absolute 
numbers and in terms of proportions of total population. 

The growth in poverty, deterioration in the quality of life, insta- 
bility in the international monetary system, depletion of non- 
renewable global resources, “‘disappearances”’ of people, and pro- 
duction of weapons of mass destruction have been rationalized by 
policies of economic growth and economic development. The elite 
economists and scientists, more often than not, ignore the existence 
of these facts. When informed of these matters, they refuse to see 
any relationship between these dire facts and the policies of eco- 
nomic growth and development advocated by them. When their 
advice is sought as to how these trends could be reversed, they 
typically argue for an acceleration of the rates of economic growth 
and development—i.e., more of the same. The public, on the other 
hand, recognizing that the future is uncertain and the quality of life 
is deteriorating, is losing faith in such policies—not only in policies 
but also in the ideas and conceptual frameworks from which these 
policies follow. Science, in general, and economic science in par- 
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ticular, is no longer sacrosanct. The high priests of both of them are 
losing their authority. There is more and more questioning of what 
we have learnt. There is even a desire voiced by some to return to 
the good old days with their traditional ways of dealing with prob- 
lems. Needless to say, economic science itself is in a state of flux. 

Not only are people in general losing faith in the effectiveness of 
economic policies and the consistency as well as ability of economic 
ideas to explain such reality, but economists themselves are recog- 
nizing the deficiencies of economic theories and ideas. We see this 
growing disenchantment as a reflection of the inadequacy of the 
rationalist ideology itself. Today it is being increasingly recognized 
that ideas based on the world-views of Locke, Hume, Descartes, 
and Newton are incapable of explaining the present-day reality. 
The real world is neither linear nor mechanistic; instead it has all 
sorts of relativities. In physics, the idea that space and time can be 
separated is no longer acceptable. Relativity introduces many con- 
tradictions and ambiguities into concepts and arguments that, con- 
sidered from the Newtonian logic, appear perfectly consistent. The 
Einsteinian Revolution, together with the new Quantum Physics, 
is slowly but surely making a large number of ideas, held sacro- 
sanct for centuries, increasingly obsolete and irrelevant. Such a re- 
volution in our world-view is not confined to physics only. We see 
it being diffused to other disciplines and thought-processes as well. 
One of its major effects is to (re) make relevant some of the cul- 
tural and religious issues long discarded by the rationalist-empirical 
dogma. : . 

The loss of faith in economics by economists, however, is of a 
different kind. There are three basic areas in economics: microeco- 
nomics, macroeconomics, and international economics. Microeco- 
nomics deals with the process of decision-making regarding supply, 
demand, prices, etc., at the level of the individual, the family, and 
the firm. The major ideas and theorems here deal with utility, pre- 
ference, production, cost functions, and principles of maximiza- 
tion. The object is to determine price and output of commodities 
and factor inputs. A price-auction equilibrium model has emerged 
as the generally accepted idea in this domain. Macroeconomics relates 
to the determination of national income and government policy. It 
involves monetary and fiscal policies; e.g., the determination of 
money supply, interest rates, government expenditures, taxes and 
subsidies, and budget deficits. The objective is to develop a process 
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of non-inflationary high growth rate of the economy. The major 
school of thought here has been Keynesian. Finally, international 
economics attempts to understand the growth and composition in 
the global economy as it is affected by the interplay of various 
countries and economies. It deals with such issues as North-South 
dialogue, exchange rates, the theory of comparative advantage, 
tariffs, imports, exports, balance of payment, international debt, 
and capital flows and transfers. The objective is to maximize the 
growth of the global economy and open up countries to interna- 
tional flows of commerce. There is no real consensus among the 
major schools of thought in this field. Instead, different schools of 
thought vie with each other for explaining the reality of the existing 
international economic order. As always, the method of economics 
seeks to rely on mathematical logic as well as the quantification of 
some of the economic relations by econometric techniques. There 
is always the hopeful expectation of establishing empirical facts that 
would reduce controversies and settle disputes between alternative 
theories and explanations. 

Given these three basic areas of economics, a number of courses 
can be spun off by various combinations of the concepts, princi- 
ples, and relations involved in these areas. Thus, Public Finance 
analyzes in depth the implications of macroeconomic policies of 
taxation, money growth, government expenditures, budget de- 
ficits, as well as microeconomic efforts of the incidence of taxation. 
Industrial Organization employs the various degrees of elasticity in 
supply and demand functions, price determination under different 
market structures, nature of investment decisions in technology 
and its diffusion, etc. In Labour Economics, the implications of the 
price-auction equilibrium model are analyzed within the context of 
the rigidities of supply and demand, different types of institutional 
make-up brought about by government regulations, and unioniza- 
tion and historical events. Development Economics studies the 
principles involved both in macro and international economics to 
determine why certain countries have not been able to achieve a 
certain level of growth. Money and Banking analyzes primarily the 
impact of government monetary policy in the context of banking 
type institutions. Urban Economics draws heavily from Interna- 
tional Economics, Microeconomics, and Macroeconomics. One 
can easily provide further illustrations by adding other fields of the 
discipline. 
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In the Bhagavadgita, a large part of the manifest world is seen as 
illusion—maya ka jaal. In economics, Keynes formulated an impor- 
tant part of his analysis on what he considered “money illusion” — 
rigidity in the downward movement in wages. Economists may 
suffer from their own illusion. The potential of such illusion mani- 
fests itself when we ask the question what is wrong with Econo- 
mics. A majority of economists readily admit that one thing or 
another is wrong with their discipline. In particular, many feel that 
there are serious problems with international and macroeconomics. 
It is easily pointed out that in international economics, little, if any- 
thing, really “works”. Since there is no accepted school in 
international economics, this is not that serious a criticism. The 
economists are still groping towards a consensus in this area of eco- 
nomics. In macroeconomics, on the other hand, there has been 
more agreement about a school of thought: Keynesian, or one of 
the many variants of the Keynesian school. Once Keynesianism 
was seen as a primary villain, critical economic thought increasing- 
ly concentrated on the Keynesian school. Furthermore, over the 
past ten years, in an effort to replace Keynesian macroeconomics, 
two not yet fully developed theories have been advanced: supply 
side economics and economics of rational expectations. Both 
theories have already started to run out of steam. This is not so sur- 
prising since both have been built on the illusionary faith that no- 
thing is wrong with microeconomics. 

It appears that there are basically three things wrong with eco- 
nomics. First, there is no accepted or consistent body of knowledge 
in international economics. Opposite conclusions can be obtained 
from the same theoretical ideas: gains from trade or “‘immiserizing 
growth’—whether we get one or the other depends upon the 
curvature of the offer curves. And who knows about these curves 
anyway? As presently constituted, international economics can be 
seen as a hodge-podge of some macroeconomics and some mi- 
croeconomics, with many other things thrown in. Second, for some 
time in the 1950s and the 1960s, thanks to war efforts, macroeco- 
nomics seemed to have a predictive value even if it had no elegant 
theory. However, in the 1970s and onwards, with stagflation and 
deepening recessions, it lost much of that attribute and therewith 
much of its only defence. As Keynesian economics had little or no 
grounding in microeconomics, that was all that was needed for its 
downfall. Third, the relevance of microeconomics is grossly over- 
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estimated. In some aspects, it is quite remote from reality. No 
doubt, its greatest strength is in its mathematical elegance, one of 
the prime sources of the economists’ illusion. The reality, however, 
is catching up. Too many of the assumptions in microeconomics 
have been rendered unrealistic or untenable. Utility functions— 
assuming they exist—are neither independent nor transitive. Pro- 
duction functions are conceptually impossible to define and typical- 
ly unknown to businesses involved in production. There is little 
flexibility in prices. Indeed, rigidity seems more generally the 
norm. Businesses are well known to discourage factor-mobility, 
since such mobility tends to be incompatible with smooth produc- 
tion. Factor prices have little relationship with factor productivity. 
And, finally, as the experience of excellent companies and Japan 
confirms, marginal productivity is undefinable, much less quantifi- 
able. Instead, we learn that productivity and efficiency result from. 
team work and commitment grounded in guaranteed job security. 
Cultural factors in motivation seem more important than economic 
reward. 

In view of the disappointing relevance of microeconomics, the 
theoretical problems of macroeconomics and the ad hoc nature of 
international economics, we believe that there is a basic need to re- 
formulate the structure of economic thought. Such a reformulation 
would ideally involve the development of microeconomics based 
on more realistic assumptions, a mutually consistent macroeco- 
nomics and microeconomics, and the extension of a new macroeco- 
nomics to international economics taking into consideration the 
realities of the world order. In view of the diversity and variations 
in cultures, ecologies and environments, this is perhaps an impossi- 
ble task. However, because of the failure of economics and the 
deficiencies of existing economic ideas, a search for such 2 refor- 
mulation remains most important. This collection of essays is 
meant to be part of such a search process. It brings us to a country 
which has suffered more and for a longer time than most others 
under the economic doctrines imported from the West. 

On 22 December 1916, Mohandas K. Gandhi spoke before an 
economic society in Allahabad. The title of his address was ‘“‘Does 
Economic Progress Clash with Real Progress?” Right at the onset 
he felt it necessary to warn his audience, explaining: 


Frankly and truly, I know little of economics, as you naturally under- 
stand it. Only the other day, sitting at an evening meal, a civilian friend 
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deluged me with a series of questions on my crankisms. As he proceeded 
in his cross-examination, I being a willing victim, he found no difficulty 
in discovering my gross ignorance of the matters. I appeared to him to 
be handling with a cocksureness worthy only of a man who knows not 
that he knows not. To his horror and even indignation, I suppose, he 
found that I had not even read books on economics by such well-known 
authorities as Mill, Marshall, Adam Smith, and a host of other such au- 
thors. In despair, he ended by advising me to read these books before ex- 
perimenting in matters economic at the expense of trusting friends. But 
there come to us moments in life when about some things we need no 
proof from without. A little voice within us tells us, “You are on the 
right track, turn neither to your left nor right, but keep to the straight 
and narrow way.’ With such help we march forward, slowly indeed, but 
surely and steadily. That is my position. 


In the major part of his address, Gandhi first argued that material 
advance has a strong tendency to lead to moral decay. Then he 
proposed: “* ‘You cannot serve God and Mammon’ is an economic 
truth of the highest value. We have to make a choice. Western na- 
tions are groaning under the heels of the monster—God of mater- 
ialism.’’ He pleaded for an ideal economy where there is more truth 
than gold, and greater charity than love of the self. Concluding his 
address, he admonished his audience: ‘“‘Let us seek first the king- 
dom of God and His righteousness, and the irrevocable promise is 
that everything will be added onto us. These are real economics. 
May you and I treasure them and enforce them in our daily 
aa ) 

As far as we know, this short lecture which took place relatively 
early in Gandhi’s long career, marks the only occasion where he fo- 
cused directly on the subject of economics and did so before an edu- 
cated audience on a college campus. Not surprisingly, Gandhi is 
known more as the father of Indian Independence and as an advo- 
cate and practitioner of the technique of nonviolent civil disobedi- 
ence than as a celebrated economist in any real sense of the term. 
Yet, this present book aims at dealing with the socio-economic 
thought of Gandhi. Should not such an undertaking be cast off as a 
vain and worthless enterprise, especially in the light of his own 
confession of his iconoclasm and ignorance of the subject? We think 
not. An examination of his above-mentioned lecture clearly points 
to what he knew rather than what he did not know. He was not in- 
terested in the scope and method of economic science as we econ- 
omists “naturally understand it’. Rather, he worked for a whole 
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lifetime on articulating the principles of an alternative and ‘‘more 
real’’ human economy centering on the very themes outlined in his 
lecture: the lack of correlation between material expansion and 
genuine process, the need for an economics-cum-ethics that will 
enable moral growth and dignity for all, the fallacy of seeking 
happiness in individual acquisitive behaviour, and the need for en- 
couraging people to seek a life rich in self-esteem and genuine 
meaning. 

The present collection of essays seeks to portray Gandhi’s eco- 
nomic thought in a coherent fashion. The task is not always an easy 
one since bits and pieces of his economics are scattered over in- 
numerable speeches, pamphlets, letters, and books. The general 
aim of the authors, most of them teaching formal economics in 
American universities, is to translate the Gandhian concepts into a 
conceptual framework more readily familiar to the modern social » 
scientist and economist. Such a translation has been rendered more 
difficult because of several interrelated factors. First, there is Gan- 
dhi’s life-long disinclination to familiarize himself first-hand with 
the work of economists, the only exception being Karl Marx’s 
Kapital which he read several years before his death, in his own 
words, too late to have an effect on him. Secondly, there is the very 
different cultural context of his work, a context that does not fit 
easily into the academic world-view of the contemporary West. 
Finally, his work in economics may have been significantly influ- 
enced by the Indian struggle for independence from the British 
domination. Many of his specific recommendations and economic 
strategies could be seen as more valid for India’s needs at that par- 
ticular time than they are valid today in more general terms. 

Yet, in spite of these difficulties, we hope that our readers will 
agree with us that the present re-examination of Gandhi’s thought 
is much more than a mere exercise in an understanding of his 
thought relevant only in a particular historical context. There is 
much material rich in insight and relevance for both developed and 
developing economies as well as for contemporary economic 
theory. It is our contention that Gandhi’s legacy offers a new set of 
economic theories and policies that may one day come to be seen as 
a promising rival to the accepted doctrines that have prevailed to 
this day. 

Any attempt to understand the Gandhian perspective in general, 
and also his economic views in particular, will have to fully 
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appreciate the two books that so profoundly influenced his world- 
view and continued to shape his ideas throughout his life. One is 
the Bhagavadgita, a sacred text of Hinduism that is generally 
assumed to date back to the third century B.c. The young Gandhi 
read the book for the first time in England when preparing for a 
career as a lawyer and made it his daily companion for the rest of 
his life ever since. In March 1930, he published his own translation 
of the text in Gujarati. Thereafter he wrote a series of 18 letters, one 
for each chapter, trying to explain the essence of the book’s phi- 
losophy in simple language and style. To him, the Gita was not a 
description of a real battle scene but of the struggle between the 
two natures in us—the good and the evil: “‘. . . it is the description 
of the eternal duel going on within ourselves given so vividly as to 
make us think for the time being that the deeds therein were actual- 
ly done by human beings.”’ In the eyes of Gandhi, the text provides 
a complete and reasoned moral code which satisfies the intellect as 
well as the heart. Gandhi saw the second and third chapters as the 
veritable keys towards an understanding of the gist of the Gita. To 
him, it meant the realization that “‘life is given us for service and not 
for enjoyment’. Man does not become more perfect merely by re- 
nouncing everything and by seeking to escape from the world. ‘We 
have all, by virtue of being human beings, an innate duty (swadhar- 
ma) to serve Truth by serving our fellowmen and the life process in 
general. Such action (karmayoga) is to be performed detached from 
the consequences and expected results to the agent. It is service for 
the sake of service. It involves self-sacrifice (yajna) for the welfare 
of others. By so rising above self-interest we fulfil our cosmic des- 
tiny and become integrated with the true Self within us. As we will 
see shortly, the implications arising from such a view of human na- 
ture for social science and economic theory are both profound and 
radical. 

The other book that deeply influenced Gandhi was written by 
the Englishman John Ruskin in the early 1860s and titled Unto This 
Last, which he read in 1903 during a long train trip in South 
Africa—a book that, in his own words, “‘brought about an instan- 
taneous and practical transformation in my life’. Ruskin was a 
humanistic critic of John Stuart Mill, the ranking economist of his 
day, whose utilitarian orientation Ruskin relentlessly attacked. The 
exact nature of the influence of Ruskin on Gandhi is somewhat 
controversial.* Yet it is undisputable that most of Gandhi’s primary 
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concepts, including the sanctity of labour, truth in self-sacrifice, 
justice based on fellow-feeling, trusteeship, priority of care for the 
poor, importance of a moral political economy, and emphasis on 
human needs, can all be found in one form or another in Unto This 
Last. 

It was, however, left to Gandhi to really develop these concepts 
into a full-fledged system of Human Economy. 


THe Gandhian perspective of economics can be divided into four 
basic domains. There is the emphasis on economics as a moral science, 
there is a reconstruction of the economic foundations, there is the novel 
contributions to economic theory, and, finally, there are the more 
practical insights into economic policy. Let us look at each of these four 
basic domanis. 


Economics as a Moral Science 


Many conventional economists rooted either in neo-classical or the 
Marxist tradition still take pride that economics is a positive science, 
meaning that it observes and describes what is rather than engaging 
in supposedly unscientific judgements of what ought to be. This 
viewpoint was particularly strongly held from 1920 to 1960, the 
heyday of logical positivism (a more refined version of positivism). 
Today most experts in scientific method have learned to question 
this traditional doctrine and readily grant the meaninglessness and 
impossibility of presenting a supposed value-free science. Whether 
we like it or not, values are always present, either in an explicit or 
in an implicit form. Good science, therefore, needs to operate with 
good values. 

Gandhi deserves credit for having been one of the first to burst 
out of the strait-jacket of positivism and involve himself with the 
construction of a new normative economics. At one time he 
claimed: ““That economics is untrue which ignores or disregards 
moral values.’’ That he was not interested in the questions and find- 
ings of such an “‘untrue’”’ economics should explain his lack of in- 
terest in the doctrines of Smith, Mill, and Marshall, as well as his 
strong preference for Ruskin’s criticism of those (false) masters. 

A normative economics of Gandhian style, that intertwines eco- 
nomics and ethics into one inseparable whole, reflects a vertical, 
multidimensional image of Man where both material and spiritual 
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forces need to embrace each other in the human quest for unity and 
wholeness. In contemporary psychology, such a perspective is now 
recognized in humanistic and transpersonal psychology and forms 
the basis of a major school in personality theory. 

The integrated and holistic perspective in economics boils down 
to this simple injunction: never advocate actions or policies that 
lead to (““economic’’) material advancement at the cost of (“non- 
economic’’) social, moral, or spiritual impoverishment. Instead, the 
economist, as the holistic economist, should ascertain that his orga- 
nizational principles and policies enable, possibly even encourage, a 
higher overall quality of life for all. 


Reconstruction of the Economic Foundations 


When Edgeworth, one of the founders of modern economics, 
averred more than a century ago that “the first principle of econom- 
ics is that every agent is actuated only by self-interest’, he articu- 
lated what every economist today takes for granted. This dogma is 
sustained in the basic chapter of all texts on economic theory as the 
principle of maximizing behaviour. Any action, regardless of how 
altruistic it may seem, is ultimately explainable by the maximiza- 
tion of use value, or utility, i.e., by self-interest. In short, morality 
only exists if it is in our rational self-interest to have it exist. Only 
recently have philosophers rigorously come to see the falsity of 
such a claim. 

The Gandhian theme of limitations to maximization behaviour is 
not only the theme of the first essay, but runs like a thread through 
the entire collection. In A. M. Huq’s essays [Chapters 4 and 5], 
economic welfare is discussed in relation to the duality of “satisficing 
versus maximizing behaviour,” and he sees non-possession need- 
ing to be grounded in commitment to truth (dharma), not self- 
interest (artha). Similarly, Romesh Diwan [Chapter 6] postulates 
contentment, not maximization of the desired good (or “objective 
function’) and raises the question of the comparability of marginal 
utility and service. 

Once it is recognized that the public good is at times not secured 
by maximization of private self-interest, but by self-restraint or 
even self-sacrifice, Adam Smith’s legacy of the invisible hand loses 
much of its glamour. At the same time, economists are pushed to 
entertaining new thoughts on what kind of action does lead to social 
welfare. 
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Gandhi’s philosophical wisdom, continuously nourished by 
reading the Gita, could never confine economics to such chains. 
Instead, Gandhian economics had to be seen as an attempt to go 
beyond self-interest-based economics, or ‘“‘egonomics’’. Individual 
agents, whether they happen to be employers, workers, peasants, 
or government officials, have the capacity to overcome a primary 
concern with the self and dedicate themselves to goals and ideals 
like truth, justice, and aesthetic beauty. The essence of such com- 
mitment is that it is not primarily affected by the prospective out- 
comes to one’s own welfare. This is the whole meaning of the 
notion of “‘detached service’’, so strongly advocated in the Gita. 

Just as building economic theory around the notion of utilitarian 
self-interest puts much emphasis on the twin aspects of indi- 
vidualistic mobility and competition, so does a non-self-interest 
economics emphasize the social virtues of loyalty and cooperation. 
No other Gandhian concept illustrates this better than that of 
Swadeshi, ‘‘the spirit in us which restricts us to the use and service 
of our immediate surroundings to the exclusion of the more re- 
mote”’. 

Swadeshi can be seen as the application of the Gita to one’s im- 
mediate environment. In the sphere of economics, it would give a 
priority or preference for locally grown and manufactured goods. 
The doctrine of swadeshi could also be applied to the labour mar- 
ket: Employers are to exhaust first whatever pool of local and un- 
employed workers there is before hiring more suitable labour from 
other towns or regions. Similarly, the workers would be more re- 
luctant to leave a local employer in spite of more attractive job 
offers elsewhere. In short, economic agents living together in a 
community, region, or county, should first and foremost explore all 
possibilities to do business with each other before going outside in 
order to get a better deal. Swadeshi demands the sacrifice of utility 
for the sake of loyalty. The alleged gains of violating swadeshi 
(lower commodity price, higher quality, etc.) would tend to be 
more than counteracted by the (non-market) costs of community 
decay. At the same time, Gandhi warned that swadeshi should not 
be made a fetish—a warning that is heeded repeatedly by the au- 
thors, in particular by A. M. Huq in his essay [Chapter 11] dis- 
cussing international trade theory. 

Clearly, then, Gandhian economics is not nik around the ab- 
stract notion of atomistic rational economic man who ceaselessly 
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calculates the pros and cons of actions to determine when his own 
advantage is maximized. The concept of Economic Man is even 
more unfitting with the framework of a normative (value-directed ) 
economics. Gandhi-even went so far as to say that “‘nations or 
individuals who accept (economic laws) as guiding maxims must 
perish’’. 

Such an uncompromising view of self-interested action leads 
directly to a flat rejection of almost all of conventional welfare eco- 
nomics and from there to the erection of a new normative eco- 
nomics. Gandhi replaced the utilitarian guide articulated by Jeremy 
Bentham during the nineteenth century, which called for “the 
greatest happiness of the greatest number’, by the welfare of all, 
sarvodaya, a self-coined Sanskrit word expressing what Ruskin tried 
to communicate through his Unto This Last. A more literal 
translation would have been antyodaya rather than sarvodaya 
(which really means “uplift of all’). Yet, to Gandhi, the latter 
subsumed the former and something more: the need to give the 
rich (non-material) uplift too. 

Sarvodaya is a full-fledged alternative to the utilitarian goal of 
using an existing resource base for output of goods available for 
consumption. Rather, it seeks to develop resources to enable a de- 
cent life for everyone. No doubt, deep in Gandhian economics we 
find the implicit notion that every human being has the right to live 
decently. A notion of justice oriented towards the needs of the poor 
is superficially quite similar to the one spelt out in John Rawls’ 
Theory of Justice [1971]. In contrast to Gandhi’s approach, Rawls’ 
analysis 1s not inspired by the spirit of swadeshi or, more particu- 
larly, by swadharma. The Rawlsian agent—under a veil of igno- 
rance as to his own talents as well as social position—prefers a soci- 
ety where poverty is to a maximum possible extent eradicated for 
one single reason: the fear of ending up himself in the bad slots. To 
Gandhi, on the other hand, pure justice is never attained by fear, but 
is inspired by fellow-feeling or compassion for another; and “‘that 
way of justice which has no place in it for fellow-feeling or compas- 
sion is known as Satanic, Western, or modern justice’. 

Moreover, such care for the less privileged does not limit itself to 
assuring them material sufficiency, but also the kind of individual 
dignity arising out of a more adequate provision of socially and 
morally meaningful work. With Gandhi, just as with the other 
Ruskin disciples before him, John Hobson and Richard Tawney, 
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the quality of work enters as a most important variable into eco- 
nomic theory and rejects the narrow focus on maximizing con- 
sumption so characteristic of conventional economics. This Gandhian 
effort to reorient economic thought away from self-interest- 
centered maximization and away from the long ingrained util- 
itarian conception of social welfare as an aggregation of individual 
welfare, towards a perspective that has room for moral actions, and 
towards sarvodaya—the welfare of all indicated by the well-being 
of the poor—can be seen as a shift away from an economics based 
on individual desires and wants towards an economics of human 
needs. Much of what we want we do not really need and vice versa. 
Needs, then, should be seen simply as “‘necessary wants” and the 
word “‘necessary”’ refers to one’s duty (swadharma) to hallow the life 
process and in doing so to realize oneself in serving the ideals of 
truth and social justice. We all have an inborn need to be whole and 
we need a holistic economics to acknowledge this and enable us to 
work towards that end. 

While the economists, ever since Adam Smith, preach that 
everybody doing what he wants will tend to benefit the rich and the 
poor alike, the economics of Gandhi is based on a spiritual convic- 
tion that by serving the poor we do what we ourselves really need. 
Self-realization, as against self-aggrandizement, is the ultimate hu- 
man need. As such, it not only relates to material survival but also 
to a life rich in social dignity and spiritual meaning. And it is at this 
junction that the relevance of meaningful work becomes an eco- 
nomic issue and a criterion of sarvodaya. No economic policy geared 
by material considerations can operate to the neglect of its obvious 
social and moral side effects. All domains of human need should be 
taken into account at once, and it is precisely this insight which ren- 
ders Gandhian economics unique and relevant. So, as long as we 
pursue as scientists single-mindedly the most efficient way that 
society can satisfy the material consumer wants, the avenue of an 
unstrained competitive market does tend to look most attractive in 
terms of aggregate accumulation of goods. Yet, competition will, 
by its very nature, have significant effects on the non-material do- 
main. The individual citizen, who casts his dollar or rupee vote in 
the market place, is unable to vote on the concomitant wear and 
tear of the social fabric. Market prices only inform him about used 
up material resources, to the exclusion of non-material, psycho- 
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logical costs or benefits. For example, when we choose between two 
apples, one grown on a plantation in South Africa, the other com- 
ing from an orchard in New England, we do not know the social 
and moral costs underlying the production in each case. Increas- 
ingly, many conventional economists have been pointing to this 
most elementary type of market failure, notably the late Fred 
Hirsch.* | 

We may venture to conclude our discussion of Gandhi’s signif1- 
cant broadening of foundational aspects by explicating the contrast 
between Economic Man, around whom conventional economics re- 
volves, and Gandhian Man, the centre and focus of the new perspec- 
tive. 

The homo economicus suffers from a limited consciousness. He is 
only aware of his ego and the only way to motivate him to action is 
to appeal to his senses. He could only be induced to generosity, be- 
nevolence, and charity, by means of an appeal to his vanity, by a 
promise of feeling better after such action, or at least beyond the 
grave. Even an apparently altruistic act is the result of calculated 
maximization of some kind of a utility index. If we happen to 
change the parameter of the equation, by increasing costs or reduc- 
ing the prospective benefits, a recalculation may induce him to re- 
frain from giving. All is a matter of relative price and nothing else. 
The individual actions are completely determined by the relative 
magnitude of outside variables. Everybody has the price, so to 
speak, and action can be manipulated depending solely on the level 
of the bribe. Ultimately, it is the pleasure principle that moves him; 
more specifically, the constant fear of not getting enough of what 
he wants. The meaning of Economic Man reduces to an anxiety- 
ridden hunt for pleasure. 

In sharp contrast to this, the Gandhian Man, not unlike his West- 
ern cousin, the Kantian Man, is a more complex or multi- 
dimensional personality pursuing self-realization. And the self that 
is being realized is distinct from the ego or the “‘small self’. Essen- 
tially, one cannot understand Gandhian thought without reference 
to this type of dual self. For him, the higher self, or the Self, is iden- 
tical with God, Perfection, and, above all, Truth. As human 
beings, we have the capacity to exercise free will, which simply 
means to act for Truth, etc., as we honestly understand it, in rela- 
tive disregard to the expected consequences for ego.” 
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Graphically, the dual self theory may be represented as follows: 


Self-Realisation \' 


Figure 1: A Graphical Representation of a Dual Self Theory 


The process of self-realization, so central to Gandhian economics, 
implies a growth (expansion) of the Self and a shrinking of the ego. 
The person, or the “empirical self’’, would correspond to a hori- 
zontal slice through the two triangles. The higher developed the 
personality, the higher the horizontal slice, and viceversa of 
course. Such a “horizontal cut”’ can be better illustrated by imagin- 
ing the conversion of both the triangles into interpenetrating cones. 
A horizontal cross section taken at any particular level will yield 
two circles, one of which is typically contained in the other. 

The process of self-realization can now be represented as a con- 
tinuous expansion of the Self and simultaneous shrinking of the 
ego. 
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Figure 2: The Geometry of Self-Realization 


Ultimately, ego consciousness totally yields to Self, God, or Truth 
consciousness. 

Clearly, then, conventional economics insisting on self-interest 
and maximization only deals with the low level developed human 
being pictured at the extreme left of the diagram. It denies that 
there is a Self and maintains that our only interest is ego-type self- 
interest. As a result, the prevailing legal notion of “conflict of in- 
terest’ is meaningless within the language of modern economics. 
Similarly, there can be no room for conscience, temptation, in- 
tegrity, trust, and self-motivation. As a result of these concepts 
being overlooked, they are also vulnerable to continuous erosion in 
a society organized and propelled by the mentality of individual 
gain-seeking. 

All this is in stark contrast to Gandhian philosophy and eco- 
nomics. At the risk of sounding oversimplistic, we may characterize 
Gandhi’s economics as a normative body of thought focusing on 
the Self or Truth and its realization. Conflict between ego- 
interested motivation (i.e., maximization) and _ self-interested 
motivation (commitment to Truth) takes the centre stage.® Integri- 
ty implies the honouring of value-based principles rather than the 
ego-type for individual advantage. Trust simply implies the faith in 
another’s integrity. Trust can be taken as an indicator of the level of 
Truth realization (and personal integrity) prevailing in a society. At 
the same time, it is possible only in a personal human context. It is 
for this reason that one essential pillar of Gandhian social thought is 
an emphasis on the ideal of communitarian, non-bureaucratic, vil- 
lage socialism. 

The special foundational feature of Gandhian economics to 
promote higher human capacities was also eloquently recognized 
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by the late E. F. Schumacher, the author of Small is Beautiful, when 
he wrote in a foreword to a book on trusteeship: “If you wan. a 
good society, you must appeal to the goodness that is in people, 
provoke it, stimulate it, take it for granted, and acclaim it. . . . The 
more we assume that economics and politics are about nothing 
other than gain and power, the more this becomes true, and the bet- 
ter instincts of the people are being suppressed instead of encour- 
aged.” 

So much for the foundational considerations which have been 
further discussed by Mark Lutz in the first and by J. D. Sethi in 
the last essay of the present collection of essays. From such a philo- 
sophical framework, we can derive the essential economic elements 
of Gandhian thought summarized in the second essay [Chapter 3] 
by Romesh Diwan and Sushila Gidwani. 


New Theoretical Construction in Gandhian Economic Thought 


We have already focused on the basic transformation that eco- 
nomics undergoes with the fresh metaphysical outlook of Gandhi. 
Not surprisingly, the radical reformulation is reflected in the Gan- 
dhian elements articulated in Chapter 3 by Diwan and Gidwani: 
swadeshi, bread labour, non-possession, trusteeship, non- 
exploitation, and equality, a discussion and careful examination of 
which makes up the bulk of this book. 

Of all these elements, swadeshi no doubt attracts the greatest 
attention. It is carefully explained in the contribution by Romesh 
Diwan [Chapter 6], who describes its relevance as underlying the 
concept of a Gandhian framework of demand and supply. The role 
of swadeshi within the framework of a Gandhian price system 1s 
discussed in the essay by Suresh Desai [Chapter 8], while its rele- 
vance to welfare, macro- and international economics is examined 
in the three contributions by A. M. Huq [Chapters 4, 10, and 11]. 
The element of non-possession is nicely explained in an essay by 
A. M. Hug [Chapter 5] and its pertinence to a Gandhian demand 
function explored by Romesh Diwan [Chapter 6]. The element of 
bread labour, interpreted here as labour in sacrifice for others, is the 
focus of an essay by Romesh Diwan [Chapter 7]. The concept of 
trusteeship is central to the article by J. D. Sethi [Chapter 15], but 
crops up in most of the other selections as well, in particular in the 
essays by A. M. Huq [Chapter 4], Romesh Diwan [Chapter 6] and 
Suresh Desai [Chapter 8]. Finally, the two elements of non- 


Introduction 21 


exploitation and equality can be either explicitly or implicitly en- 
countered throughout this book, notably in the articles by Romesh 
Diwan [Chapter 6], Amritananda Das [Chapter 9], and A. M. Hug 
[Chapter 11]. 

Not surprisingly, the altered metaphysical framework casts se- 
rious doubt on the conventional theorist’s strong preference for free 
markets, competition, and their emphasis on the allocative role of 
the price system. 

The reader should be warned, however, that decomposition and 
analysis of separate aspects and elements of Gandhi’s economics, 
although necessary, is not without problems due to the interrelated 
and holistic nature of Gandhian thought. In an almost holographic 
fashion, each of its parts contains, or at least reflects, the whole. 
The true quality of each part can only be meaningfully appreciated 
in the context of all other parts. This is particularly true, for exam- 
ple, for the relevance and realism of the concept of trusteeship, 
which needs to be seen in the context of the other elements, such as 
swadeshi, non-possession, bread labour, as well as his political doc- 
trine of nonviolent non-cooperation. 


Practical Insights into Policy Issues 


In what follows here, we want to discuss Gandhi's insight into 
macroeconomic issues, more specifically the economics of em- 
ployment and growth, development and international trade, as 
well as his insights into the intrinsic limitation of the Marxian 
alternative. | 

Much of Gandhian economics discussed so far is only thoroughly 
understandable once its metaphysical and spiritual ground is fully 
appreciated. This is especially the case with his concepts of 
swadeshi, non-possession, trusteeship, nonviolence, and sarvo- 
daya. The same is generally true of his rejection of Marx as well. 

But it needs to be stressed that several of Gandhi’s other con- 
tributions can also be understood and found meaningful without a 
direct reference to his spiritual and ethical outlook. This is particu- 
larly true of his economic theory of growth and development, as 
well as his theory of structural unemployment. Gandhi’s work here 
can be put into a conceptual-analytic framework which is more 
familiar to the modern scientist and to that extent gains additional 
power and relevance. 

Amritananda Das, in his excellent book on the Foundations of 
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Gandhian Economics [1979] focuses, in his ‘‘demysticized”’ elucida- 
tion of Gandhian economics, precisely on this component of Gan- 
dhi’s thought, and does not hesitate to point out that the results of 
his scientific interpretation do show “‘little resemblance to the 
ethico-mystical mish-mash usually represented as Gandhian eco- 
nomics”. And much of what follows below has been directly inspired 
by the penetrating neo-Gandhian perspective of Amritananda Das. 

The conventional development strategy taught at most of the 
Western universities may be summarized in the following way: De- 
velopment is to occur by means of capital-intensive technologies 
replacing the traditional labour-intensive activities and with it the 
gradual elimination of the limited (and often non-monetary) ex- 
change systems of traditional village economies. In lieu of an econ- 
omy operating primarily in a rural setting, a modern, urban- 
oriented national or world-wide market economy is expected to 
emerge gradually. The pull of labour to the city and the concomi- 
tant problems of dislocation, displacement and misery, are seen as 
regrettable, but as an unavoidable temporary cost well worth the 
long-run gains in efficiency and growth in per capita income and 
consumption of the masses. Whether or not such a development 
policy would lead to a higher level of employment for the growing 
labour force was generally not questioned but simply assumed. 

It is here that the Gandhian perspective differs radically and sheds 
much additional light. Rather than focusing on the growth of the 
urban sector, he foresaw the central and ever-worsening problem 
of the stagnation and decay of the traditional sector resulting direct- 
ly from such modernization and the single-minded stress of urban, 
capital-intensive development. By what is today known as the 
“backwash effect’’, much of the indigenous skills and crafts get de- 
stroyed by the new market competition of mass-produced consum- 
er goods, whether foreign or domestic. Average earnings in the 
7,00,000 villages declines more than wages grow in the urban cities. 
Hundreds of thousands can no longer make a living within the tra- 
ditional sector, and the growing “structural unemployment’”’ 
pushes them into the urban slums or “shanty towns’”’ in a desperate 
hope of survival. Against this background, the veritable “‘kernel’”’ 
of Gandhian macroeconomics has to be seen as giving priority to 
investment in the labour-intensive occupations of the traditional 
sector. Production by the masses replaces mass production. 

Similarly, as Amritananda Das points out, excessive population 
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growth is easily overestimated as a primary cause of the economic 
problems of the Third World. Rather, it is a consequence of exces- 
sively capital-intensive development bringing with it the mounting 
structural uriemployment and decay of the economy at the village 
level. Neither can population control programmes be expected to 
succeed in a population lacking a regular occupational base and 
caught in a day-to-day, hand-to-mouth mentality. There is simply 
no room for any type of prudent, self-imposed voluntary restraint 
in matters of procreation. Moreover, mounting structural unem- 
ployment has an unfavourable negative effect on female labour 
force participation and education, two sociological factors that are 
found to be closely associated with a decline in the birth rate. 

The only way that birth-control policy can be expected to work 
within a conventional development strategy framework is to fall 
back on the remedy of forced population control (forced steriliza- 
tions, etc.), although this undoubtedly would be considered as an 
inhuman act of social violence towards the already deprived and 
dispossessed masses. 

Since a Gandhian development economics sees the problem of 
excessive population growth as chiefly one of a misguided de- 
velopment strategy, the primary focus turns to the issue of a more 
adequate policy of investment allocation effectively combating 

‘structural unemployment. The problem facing the planner is to 
create a faster growth in new jobs, both for today and tomorrow, 
than the observed growth in the labour force. To accomplish this, 
available investable surplus needs to be, directed into labour- 
intensive sectors as well as capital-intensive sectors. The latter is 
necessary in order to assume a sufficiently increased surplus for the 
years to come. More specifically, the rate of capital accumulation 
has to be equal at least to the rate of growth of the labour force. But 
beyond this minimum expansion of the capital goods industries, 
the bulk of the remaining investable surplus should go towards a 
revitalizaion of the village, small-scale, labour-intensive, 
consumer-oriented sector. 

The Gandhian focus on some of these basic implications of the 
urban-rural dichotomy is well articulated in an earlier article by 
Amritananda Das [Chapter 9]. There he discusses many of the 
issues, such as the decay of village economy through the “‘back- 
wash eftect”’ alluded to above, as well as also contrasting the Gan- 
dhian perspective to the basic view held by Marxists on this matter. 
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In another contribution, A. M. Hug [Chapter 10] seeks to survey 
more broadly the terrain of a Gandhian macroeconomics relating to 
growth and employment theory. He too stresses a “balanced 
growth” approach and relates Gandhi’s stress on rural full employ- 
ment and community development to the element of swadeshi. 

In the next essay, A. M. Hug [Chapter 11] examines the doctrine 
of international trade from a Gandhian perspective. He emphasizes 
self-reliance rather than self-sufficiency and demonstrates both the 
inadequacy of the doctrine of comparative advantage as well as the 
superiority of a strategy grounded in swadeshi and oriented to- 
wards the satisfaction of basic needs. 

Finally, Romesh Diwan [Chapter 12] emphasizes Gandhi’s 
pioneering advocation of “appropriate technology” as distinct 
from the conventional stress on “‘least cost technology’’. In the pro- 
cess, he outlines the several conditions that make a technology. 
‘appropriate’, i.e., both nonviolent and non-exploitative. 

As the relentless champion of the cause of the poor, Gandhi saw 
capitalism as an order of institutional violence and exploitation in- 
hibiting social justice and individual self-realization. As such, he 
was in substantial agreement with the followers of Karl Marx. Yet, 
he could never identify himself with several key ideas of Marx— 
above all, the notion that thought is ‘‘a secretion of the brain”’ and 
mind ‘‘a reflex of the material environment’’. He explains: “I can- 
not accept that. Above and beyond both matter and mind is He. If I 
have an awareness of that living principle within me, no one can fil- 
ter [influence] my mind.” Similarly, Gandhi rejected the notion 
that social destiny is forged by the dynamics of endless class con- 
flict, on the ground that everybody was able to transcend his mate- 
rial environment and self. What anyone can do, all can be induced to 
do. To Gandhi: “‘It is all a question of discerning the right techni- 
que. The whole of our nonviolent non-cooperation movement, 
which aims at transforming the British ruling class, is based on that 
hypothesis.”’ 

For Marx, history moves by the dialectical springs of conflict and 
violence and all exploitation, all wars are caused by capitalism and 
its class structure. Violence will need to destroy itself; there is little 
we can do other than partake in actions that heighten the class con- 
flict and so speed up the coming of the historical hour when ne- 
cessity yields to freedom. 

In sharp contrast, conflict, exploitation and war, according to 
Gandhi, have their roots in the acquisitive nature of our lower 
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self. It is all struggle between ego and Self. If we yield to violence 
by partaking in the class struggle, capitalism may eventually col- 
lapse but in the process we have bred more, not less, violence in 
the social system. All this could scarcely be better expressed than 


by Gandhi himself: 


I would destroy the system if I believed that the use of the most deadly 
weapons would destroy it. I refrain only because the use of such 
weapons could only perpetuate the system, though it may destroy its 
present administration. Those who seek to destroy men rather than 
manners, adopt the latter and become worse than those whom they des- 
troy under the mistaken belief that the manners will die with the men. 
They do not know the roots of evil. 


The difference between Marx and Gandhi is further examined in 
the essays by Madan Handa [Chapter 13] and J. D. Sethi [Chapter 
15]. More generally, there is no doubt that Gandhi’s rejection of 
Marxism follows straightforwardly from the element of nonvio- 
lence, and, as such tends to crop up in different places of the present 
selection of essays. Yet, Gandhi’s rejection of Marxism should not 
be interpreted as an endorsement of capitalism. A comparison of 
Gandhian and capitalist ideology is supplied by Suresh Desai 
[Chapter 14]. Instead of embracing either one of the two ideologi- 
cally opposed systems, Gandhi advocated trusteeship as a blueprint 
for a nonviolent economic system. J. D. Sethi [Chapter 15] focuses 
on the merits of trusteeship in the last paper which undoubtedly has 
to be seen as the veritable gem of this collection of essays. 

We may venture to conclude by saying that Gandhian economics 
is tantamount to an economics of nonviolence (ahimsa). And by 
understanding the real meaning of ahimsa, we can start to appre- 
ciate the Gandhian legacy for economists. This legacy is nothing 
less than a coherent outline of a brand new economics of love wait- 
ing to be realized. No words express this better than the “‘talis- 
man’’. Gandhi left for us a guide to nonviolent economic action: 


I will give you a talisman. Whenever you are in doubt or when the self 
becomes too much for you, apply the following test. Recall the face of 
the poorest and weakest man whom you have seen, and ask yourself if 
the step you contemplate is going to be of any use to him. Will he gain 
anything by it? Will it restore him to a control over his own life and des- 
tiny? In other words, will it lead to Swaraj for the hungry and spiritually 
starving millions? Then, you will find your doubt and your Self melting 
away. 
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"The awareness about the possibility of a nuclear war is growing. It is now estimated 
that the time from launch to target has been reduced from half-an-hour to a bare six 
minutes. The new weapon research is attempting to reduce this time still further. 
This time is so short that once a launch is effected even by a mistake, there is little 
possibility of retrack: the war may be over by the time one finds out that there was a 
mechanical failure. Mechanical failures are becoming common. 


See, for instance, Elizabeth T. McLaughlin [1974]. 
See, for instance, D. P. Gauthier [1967]. 


‘In his book, Hirsch [1976] shows in a logically tight argument how the market 

tends to erode the non-economic framework that is absolutely essential to its func- 

tioning. 

°As Gandhi explained: 
“This is the unmistakable teaching of the Gita. He who gives up action falls. He 
who gives up only the reward rises. But renunciation of fruit in no way means in- 
difference to the result. In regard to every action one must know the result that is 
expected to follow, the means thereto, and the capacity for it. He who, being thus 
equipped, is without desire for the result, and is yet wholly engrossed in the due 
fulfilment of the task before him, is said to have renounced the fruits of this 
action.” 


This very conflict is in legal doctrine represented by the “‘conflict of interest’’ doc- 
trine. Conventional economic man based economics cannot make sense of such con- 
flicting interests. Gandhi, on the other hand, would have no difficulty with this no- 
tion. It clearly is meaningful only within a conceptual framework of a dual self. 


CHAPTER TWO 


Human Nature in Gandhian 
Economics: The Case of 
Ahimsa or ‘‘Social Affection’’* 


Mark Lutz 


INTRODUCTION 


THE prime objective of this paper is twofold. First, we attempt to 
show that the core elements of Gandhi’s economics are grounded in 
his holistic view of what constitutes human nature. Secondly, we 
would try to show that Gandhi’s radical political economy is at its 
heart a political economy of social affection. Much of it was in- 
spired by the English art philosopher and writer John Ruskin. His 
passionate attack on the classical political economy, directed in par- 
ticular at his contemporary, John Stuart Mill, had been ignored for 
too long by the established economists. Much of the attractiveness 
of Gandhi’s socio-economic thought depends on our perception of 
the legitimacy of Ruskin’s basic challenge to classical political econ- 
omy. The more contemporary views of Kenneth Boulding and 
Amartya Sen on the subject will also be reviewed as highly relevant 
contributions to the controversy at hand. 


GANDHI ’S CONCEPTION OF HUMAN NATURE 


We are not seeking here to describe in any detailed fashion Gandhi’s 
humanistic view of Man today. Rather, this paper attempts to pro- 


*This paper was originally presented at the 1980 Annual Meetings of the American 
Economic Association, at a joint session organized by the Association for the Study 
of Grant Economics and the Association of Indian Economic Studies, Denver. It 
was first published in Gandhi Marg, Vol. 4, No. 12, March 1983. 
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vide an overview of his more relevant ideas and to present them in a 
manner that illuminates the core of his economic thought. ' 

Absolutely central to Gandhi was his notion of the essential dif- 
ference between man and what he called “the brute’. Human 
beings do not only have the need to survive, implying the needs for 
food and shelter, but they also have the need to exercise their capa- 
city to care for others. Above all, there is the inborn quest that 
characterizes every Man as man, a quest for life-fulfilment, a quest 
for Truth (Satya).2 Gandhi elevated absolute truth to the status of 
the highest value by equating Truth with the concept of God.° 

In the quest to realize one’s true self, Gandhi firmly believed that 
ahimsa (nonviolence or love) was the key, perhaps the only key. 
And his own life bore witness to this.* It is highly important as well 
as most relevant to the substance of this paper to note that to Gan- 
dhi, ahimsa, although literally translated as nonviolence, really 
meant love. In his own words: “In its positive form, Ahimsa means 
the largest love, the greatest charity. If 1 am a follower of Ahimsa, I 
must love my enemy or a stranger as I would my wrong-doing 
father or son.’’ (Iyer, 180]? 

With his emphasis on love and social action as paths to self- 
realization, Gandhi embraced and lived a philosophy of life which 
is in contrast to other orientations in Hindu philosophy seeking en- 
lightenment and individual salvation (moksha) by techniques of self- 
mortification, withdrawal from the world, and rigid ascesis.°© 

In essence, then, Gandhi advocated both in his writings and in his 
own life a view of human nature that was based on the innate dy- 
namics of self-realization akin to much of modern humanistic and 
transpersonal philosophy.’ Beyond the need for food and shelter is 
the need to perfect oneself through love and social action (kar- 
mayoga). But self-realization was not so much seen as a motivating 
goal. Rather, it was the ultimate by-product of devoted social ac- 
tion involving not self-interest but self-suffering.® 

In this context, it is significant to note that for Gandhi the princi- 
ples of Truth and Love are universal and in that sense they also 
transcend Hinduism. Truth and Love constitute the essence of all 
true religions. As a corollary of ahimsa, he recognized the law of 
Swadeshi which “‘is ingrained in the basic nature of man’’, and 
which he defined as follows: 


Swadeshi is that spirit within us which restricts us to the use of our 
immediate surroundings, to the exclusion of the more remote. Thus in 
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the matter of religion I must restrict myself to my ancestral religion. . . . 
If I find my religion defective, I should serve it by purging it of its de- 
fects. [Varma, 98]? 


Even though Gandhi is said to have formed his creed of ahimsa 
largely independent of the Hindu scriptures, including the Bhaga- 
vad Gita, he later did base the very foundation of his moral philoso- 
phy on his interpretation of this work.'° In particular, he acknowl- 
edged his chosen spiritual path of karmayoga, the path of selfless ser- 
vice and work, as inspired by the Gita." 

To Gandhi, the Gita taught that total commitment to social ac- 
tion regardless of consequences to oneself was the moral law that 
was consistent with his principle of Truth-realization through 
Love. There was no conflict between religion and politics and 
between a saint and a social revolutionary. He explained to a group 
of missionaries in 1938: 


I could not be leading a religious life unless I identified myself with the 
whole of mankind and I could not unless I took part in politics. . . . Ido 
not know of any religion apart from activity. It provides a moral basis to 
all other Activities without which life would be a maze of sound and fury 
signifying nothing. [Iyer, 41] 


And by identification, Gandhi meant first and foremost the poorest 
of the poor, toiling and suffering in the big cities and the ‘““down- 
trodden millions” in the countryside. '* 

_ Deeply intrinsic to Gandhi’s humanism, with its key roles of self- 
giving social service and its emphasis on Jove in spiritual realiza- 
tion, is his insistence on the limitation of pure reason and mere 
thought in finding truth. The whole human being is not only 
moved by a healthy body and a sound intellect, but also by a strong 
heart. All the three have to be combined in a meaningful and total 
human action. '° 

Truth, the universal glue which “‘binds man to man in associa- 
tion”’ [Iyer, 168], is to be found not so much in solitary contempla- 
tion or rational speculation, but by living engagement with other 
men. Ultimately, Truth is a matter of neither body nor mind, but 
of the immediate apprehension of the heart. Logical truth is there- 
fore only partial truth. 

To Gandhi, the truly rational individual will be guided not by 
rational calculation but by his conscience which he equated with 
what he called the inner voice. According to Gandhi, personal 
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growth consists essentially in response to conscience, in an ever- 
renewed choosing between love-based action leading to Truth, and 
selfish undirected action based on fear and greed, leading to 
violence. '° 

Gandhi’s philosophy of human nature and ethics is both complex 
and beautiful. Enough has been said to indicate the absolute central- 
ity of ahimsa in his thought. It is the very key to moral growth and 
self-actualization. From this primary concern for social affection 
(ahimsa), we can derive most of his social philosophy as well as the 
foundations of his economic thought. Before we do so, however, it 
will help to briefly consider the political economy of John Ruskin 
which was articulated more than one hundred years ago and which 
was thoroughly assimilated by Gandhi. A re-evaluation of Ruskin’s 
position is meaningful since it is fundamentally at odds with neo- 
classical economics. The attractiveness and validity of Gandhi’s © 
economics is parallel to the validity and credibility of Ruskin’s 
assault on neo-classical economics. 


THE POLITICAL ECONOMY OF SOCIAL AFFECTION 


In May 1862, John Ruskin published in book form four essays pre- 
viously published in the Cornhill Magazine. He titled his book Unto 
This Last: Four Essays on the First Principles of Political Economy.'® His 
economic thought met with instant and violent opposition by the 
intellectual and commercial establishment of his days, as the fol- 
lowing sentence from a leading newspaper unambiguously shows: 
“He is not our powder and shot, yet, if we do not crush him, his 
wild words will touch the springs of action in some hearts, and ere 
we are aware, a moral floodgate may fly open and drown us all.’’?” 
Yet, the wholehearted efforts to crush him did not quite succeed. 
Ruskin did indeed touch one heart, and a very special one, the heart 
of Gandhi. In his autobiography, Gandhi acknowledges the “magic 
spell” that Ruskin’s Unto This Last exerted on him back in 1904 
when he read it non-stop on a 24-hour train trip in South Africa. 
He recounts that it was one book “that brought about an instan- 
taneous and practical transformation in my life,” and he later trans- 
lated a paraphrased version of it into Gujarati, entitling it Sarvodaya 
(the welfare of all).'® 

Presently, I would like to take a closer look at what we may con- 
_ sider the essential ingredient of the social philosophy that Ruskin 
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articulated in Unto This Last and which Gandhi felt to be so irresist- 
ibly appealing. 

Ruskin wastes no time in postulating what he considers to be the 
key to a new political economy. In the opening pages of his Unto 
This Last, he puts the matter succinctly: 


Among the delusions which at different periods have possessed them- 
selves in the minds of large masses of the human race, perhaps the most 
curious—certainly the least creditable—is the modern soi-disant science of 
political economy, based on the idea that an advantage code of social ac- 
tion may be determined irrespectively of the influence of social affection. 


True, Ruskin continues, the economist grants the existence of so- 
cial affections, but feels justified in generally abstracting from 
them, typically arguing as follows: 


The social affections are accidental and disturbing elements of human na- 
ture; but avarice and the desire of progress are constant elements. Let us 
eliminate the inconstants, and, considering the human being merely as a 
covetous machine, examine by what laws of labour, purchase, and sale, 
the greatest accumulative result in wealth is attainable. Those laws once 
determined, it will be for each individual afterwards to introduce as 
much of the disturbing affectionate element as he chooses, and to deter- 
mine for himself the result on the new conditions supposed. 


But such a treatment, Ruskin protests, is a most basic methodolo- 
gical error, since social affections are of a different quality or 
essence than avarice and desire. He explains that such treatment 


. would be a perfectly logical and successful method of analysis, if the 
accidentals afterwards to be introduced were of the same nature as the 
powers first examined. Supposing a body in motion to be influenced by 
constant and inconsistent forces, it is usually the simplest way of ex- 
amining its course to trace it first under the persistent conditions, and 
afterwards introduce the causes of variation. But the disturbing elements 
in the social problem are not of the same nature as the constant ones; 
they alter the essence of the creature under examination the moment 
they are added; they operate, not mathematically, but chemically, intro- 
ducing conditions which render all our previous knowledge unavailable. 
[Ruskin, 1866, 17-19] 


Gandhi, in paraphrasing the first half of Ruskin’s book in 1908 for 
the Indian reader, presented this paragraph in the following manner: 


This would be a convincing argument if the social affections were of the 
same nature as the laws of demand and supply. Man’s affections consti- 
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tute an inner force. The laws of demand and supply are formulations 
concerning the external world. The two, therefore, are not of the same 
nature. . . . Affection has a different kind of effect on man and acts in a 
different manner. It changes man’s nature, so that we cannot measure its 
effect with the help of laws of addition and subtraction, as we can the 
effects of different forces on the velocity of a body. [Gandhi, 1958, Vol. 6, 
pp. 241-42] 


Notice how Gandhi in his reformulation points to the essential 
difference between “‘external world” or the material, objective real- 
ity on the one hand and the “‘inner force’’ of a nonmaterial, subjec- 
tive truth on the other. He herewith indicates the very roots of non- 
commensurability between the two spheres which are so deeply 
embedded in his epistemology and which underlie his economic 
thought. 

Ruskin then argues that economists proceeding from principles 
that abstract from the motive of social affections may generate de- 
ductions and theoretical conclusions which, although logically en- 
tirely correct, are meaningless. '? 

Worse than that, any policy prescription derived by ignoring 
what he called the “‘motive power of the Soul”’ will be detrimental: 
“*. . . the force of this very peculiar agent, as an unknown quantity, 
enters into all the political economist’s equations, without his 
knowledge, and falsifies every one of their results’ [Ruskin, 1866, 
23]. Ruskin concludes his first essay with the warning that: 
**. . . the economic principles taught to our multitudes . ... , so far 
as accepted, lead straight to national destruction’. [Ruskin, 1866, 
41-42] | 

Underlying every page of his book is the basic premise that 
socially meaningful individual action cannot be deduced from util- 
itarian principles and “‘balances of expediency”’ but by balances of 
justice, ““‘meaning in the term justice, to include affection—such 
affection as one man owes to another’’. [Ruskin, 1866, 21-22, 
emphasis added] 

We may conclude that it was Ruskin’s prime contribution to 
make a strong case for including “social affections” (which Gandhi 
rephrased as “‘heart strength’’) into a more holistic principle of eco- 
nomics. And it was—as we will attempt to show in the last part of 
the paper—Gandhi who half a century later became the featured 
architect and builder of this alternative humanistic vision. 

But first, let us pause, and reflect a little more on Ruskin’s chal- 
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lenge, the context in which it was made, and the general way mod- 
ern economists have dealt with the problem. 

Ruskin’s attack on political economy was primarily one of scope 
and method.”° It was aimed generally at the new abstract, deduc- 
tive, positive trend of the science introduced by Ricardo, Senior 
and, in particular, against John Stuart Mill’s defence of abstracting 
from the disturbing factor of affection. 

Mill was fond of mechanical metaphysics and looked upon dis- 
turbances as mere frictions with mechanical laws of their own.*! 
More to the point, in his autobiography he focuses on the applica- 
bility of what he called the “principle of composition of forces” 
(i.e., adding and subtracting separate effects) in science and finds 
that while it is legitimate in physics, it does not hold for 
chemistry.2? Then—and against all expectations—Mill went on to 
infer that social science conforms to physics rather than to chemis- 
try and should therefore follow the mechanical method of deduc- 
tive science by honouring the principle of additive forces.” It was 
such a rather arbitrary conclusion against which Ruskin whole- 
heartedly—and I feel correctly—rebelled. 

If Mill was correct, his practice of abstracting out from social 
affections would not interfere with conclusions emanating from 
economic theory and having a bearing on social policy.** Policy de- 
rived from non-loving Economic Man had to be seen as a first 
approximation which may have to be subsequently modified to 
take account of the “‘frictions”’. 

If Ruskin is correct, economics as analytical science is like a faulty 
compass when used for social policy. It does not guide but 
misleads.7° To him, it is false because it cannot deal with the other 
and all-important domain of social affection. Only a lunatic would 
advocate using an earthly compass in exploring the moon. More 
formally, we have to give due credit to Ruskin for being one of the 
first to have discovered what is today known in philosophy as a 
“category mistake’’, i.e., attempting to understand a multi-level 
phenomenon by analyzing it as a one-dimensional one. Econo- 
mists, on the other hand, have continued in the footsteps of J. S. 
Mill in regarding the social element to be abstracted out as just a 
disturbance, one that could safely be ignored in a first approxima- 
tion. In a sense, to use the compass metaphor, the analyst is equip- 
ped with a faulty compass that points in the general direction to be 
taken but has to be corrected, at times, for some disturbing mag- 
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netic fields known to exist. In the words of J. S. Mill, ‘that which 
is true in the abstract, is always true in the concrete with proper 
allowances”’. [quoted in Bensusan-Butt, 126] 

J. S. Mill’s focus on a deductive approach based on “‘arbitrary”’ 
assumptions of human nature were converted to axiomatic 
assumptions, “known to us immediately by intuition,” by Jevons. 
He too chose to deal with what he regarded as the “lowest rank of 
feelings’. There was no place for love or affection in his equation. 
Economics became the celebrated “‘mechanics of utility and self- 
interest’’.7° 

Alfred Marshall was too much of a moralist to accept the Mill- 
Jevons-Walras type pleasure machine but he was also too much of 
an efonennist to reject the abstract device as a pillar to hinge his 
graphs on.” 

Of all the great historical Pee in economics, it was probably 
J. M. Keynes, more than any other, who was ready to break with 
the inherited Benthamite-Mill tradition. In 1938 he recalled: 


It can be no part of this memoir for me to try to explain why it was such 
a big advantage for us to have escaped from the Benthamite tradition. 
But I do now regard that as the worm which has been gnawing at the in- 
sides of modern civilisation and is responsible for its present moral de- 
cay. We used to regard the Christians as the enemy, because they 
appeared as the representatives of tradition, convention and hocus- 
pocus. .. . In truth it was the Benthamite calculus . . . which was des- 
troying the quality of a popular ideal. [Keynes, X, 445-46] 


Ironically, he chose to label the newly introduced more human 
character traits of economic man “‘animal spirits” since they could 
not fit within the calculating minds of agents. But even animal 
spirits are better than no spirits.”° 


Boulding’s Salvage Attempt 


One of our contemporary economists stands out as never having 
been totally content with the humanistic credentials of the science: 
Kenneth Boulding. Being more sensitive to the poetry of Words- 
worth than most of us, he spent much of his academic life in an 
effort at mediation and reconciliation of what we may here call the 
Beauty and the Beast. 

In the late 1960s he used poetry to make a case of calculation 
when he explained to moral philosophers: 
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In the face of the wonder and beauty of economics, it is somewhat of a 
shock to the economist to be brought up against the proposition, to en- 
large the quotation from Wordsworth, that high heaven rejects the lore 
of nicely calculated less or more. Here we have the economics con- 
fronted with what I suppose might be called theonomics. In this rejec- 
tion of the whole kit and kaboodle of the economic ethic, economic be- 
haviour, rational choice, maximizing utility, and this whole apparatus 
of nice calculation of gain and loss, the poet is joined by the preachers, 
prophets, lovers, and military men, who united with high heaven 
against the economist, insisting on fine frenzy, unconfined joy, giving 
without cost, and not reasoning why. When this united blast has swept 
all the papers off his desk, the economist may pick them up again and 
argue that he can still reduce these objections to rational mathematics. 
[Boulding, 1967, 65] 


Although Boulding mentions Wordsworth, it is really Ruskin’s 
attack which he has the rare courage not to ignore. 

Boulding’s defence of economics is built up along two lines. 
First, he declares that selfish economic man is not so ugly afterall. 
He does not love, but neither does he hate: “He is not good enough 
for Heaven or bad enough for Hell.””*? On the other side is what he 
calls the heroic man who, despising niggardly calculation, appeals 
to absolute values, which in the religious, military, or political are- 
na and in economics, rebels against the brute force of scarcity. 
Heroic man goes either straight to Heaven or to Hell, and in the lat- 
ter case often drags whole social systems with him. Boulding, in 
the process, points to Stalinist Russia and the China of Mao as illus- 
trating this unfortunate potential implicit in the heroic ethic.*° 
Secondly, he is confident that much of the heroic, noncommercial 
values, such as honour, community, love, and respect can be in- 
corporated into economics after all. All we need to do is to make 
the appropriate adjustments to utility function and so allow for be- 
nevolence. 


If we can identify the welfare of another as our own, we can take care of 
this in formal theory by simply supposing that the preference function 
that governs our behaviour has goods possessed by others in its domain 
as well as goods that we possess ourselves. [Boulding, 1967, 69] 


Maximization as such is not challenged; all things are still means 
to serve the end of “increasing that ultimate spiritual product 
known technically as ‘Utility’ ”’. [Boulding, 1968, 193-94] 

But the maximizer has changed. He (or she) is not identifying 
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with others, concerned for the welfare of others as well as for one’s 
ownself; and Boulding reassures us that it is precisely this extension of 
self which is implied in the concept of love. [Boulding, 1968, 213, 
emphasis added] 

If Boulding is correct, his courageous rescue mission has no 
doubt once again perhaps unwittingly crushed Ruskin in the eyes of 
some uneasy Western economists in the audience. In what follows, 
we will briefly show that Boulding’s concept of love is not either 
what Ruskin had in mind or what is also the very heartbeat of the 
Gandhian reconstruction in economics.*! Only once this semantic 
confusion is understood can we truly appreciate the radical surgery 
that Gandhi needed to resort to in order to do what had to be done. 


Amartya Sen’s Contribution 


There is another conception of love in economics. We owe its more 
recent articulation to Sen [1977].°? Sen, like Boulding, took another 
look at the Economic Man, but rather than defending him as a 
harmless fellow devoid of any socially dangerous Freudian com- 
plexes, he assaults the economic man as a “rational fool’, a “social 
moron”’ [Sen, 336]. What the economic man tragically lacks is a 
sense of “‘commitment’’, a sense which—unlike sympathy or 
benevolence—cannot be incorporated in the theory on an ad hoc 
basis. He defined commitment in terms of “‘a person choosing an 
act that he believes will yield a lower level of personal welfare to 
him than the alternative that is also available to him”’. [Sen, 327] 

What matters is that a committed person does no longer maxi- 
mize, and as such he is no longer egoistic, not even a benevolent 
egotist.°> Commitment implies a willingness to sacrifice in the 
form of reputation, career, even life, for the sake of an ideal. 

If we are persuaded to accept the existence of social commitment, 
it no longer remains possible to accommodate morality and social 
affection in the one-dimensional preference orderings of Wicksteed, 
Robbins, and Boulding. Love and affection are now in a different 
sphere, occurring outside the traditional maximization framework 
of economics. Once we admit this, Ruskin’s ghost suddenly 
threatens again. In more modern language, his target was the cen- 
terpiece of economic theory, “the rational fool decked in the glory 
of his one all-purpose preference ordering’’. [Sen, 336] 

Sen, in counterpositing benevolence and commitment, does not 
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explicitly refer to love, but the two concepts are closely inter- 
twined. 

Commitment, like love, is fundamentally a relation to some- 
thing other than one’s self, a surrender.** We are committed to our 
families, an idea, idols, and ideals. What is the critical point in the 
idea of commitment is that one acts irrespective of the consequences 
arising for oneself.°> A truly committed man is not only dedicated to 
his work but also detached from the results at the same time.*° 

To Ruskin and Gandhi, real love is exactly of this commitment 
type. Rather than mere identification, or an internal feeling, it is a 
relation to something “‘other’’. Ruskin referred to love as an “‘organ- 
ic connection’’, a “creative force’’. Gandhi saw it as a cohesive force 
that binds all life together and that we notice between father and son, 
between brother and sister, and between friend and _ friend. 
[Gandhi, 1968, VI, 159] 

Commitment is being responsible to another, a life of commit- 
ment is a life of response and responding. As such, it is based on a 
trust relationship ultimately grounded in faith. Gandhi, when com- 
mitting his life to Truth, did so in faithful response to a living and 
self-acting power to which he felt he could turn, and the supremacy 
of which he was convinced.°*’ 

To Gandhi, “love is the supreme and only law of life’, the reli- 
gion of religions. Love of man, friend and foe alike, was what we 
owed to the Creator and His entire creation. 

The identification with the poor which he so derived from his 
commitment to living Truth was not to be just an abstract identi- 
fication in one’s mind but an identification with one’s whole being, 
immersing oneself with concrete situations in living equality.*® 

The idea of love as an act of self-giving commitment may sound 
overly heroic to be a threat to the modern economics of everyday. 
But it is not.*? In everyday life, either we approach others as means 
(objects) for ultimate fulfilment or we approach them as subjects in 
human dialogue based on equality and truth. Martin Buber built an 
entire philosophy on the distinction, a philosophy which bears the 
strongest affinity with Gandhi’s thought. Life is seen as the struggle 
between having and being: between the materialistic 1-1r and the 
humanistic 1-you. Economics ignores the latter.*° As long as we are 
satisfied with pure description, this defect may be excused, but if 
economics ventures into prescribing ‘‘advantageous codes of social 
action’’, it is misleading. Both Ruskin and Gandhi rejected a social 
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science thus handicapped, but it was Gandhi who was deeply con- 
cerned with a comprehensive reconstruction of the science built 
around the total person with body, mind, and heart rather than 
with a fragmented abstraction: insensitive economic man.*! To 
outline such a reconstruction, our final task, we now turn. 


‘THE FOUNDATIONS OF GANDHIAN ECONOMICS 


The Axioms of Gandhi’s Philosophy 


Underlying all of Gandhi’s social philosophy, we can single out the 
following four axioms of ontological and epistemological signifi- 
cance from which all other premises can be directly derived. They 
together constitute an intertwined unified whole and we may look 
at them in the following order: 


Axiom A: Truth (Satya) exists in and beyond man in an absolute, eter- 
nal, and living essence. Nothing else exists besides it.4* Truth, not 
man, is the measure of all things.*° 

Axiom B: The purpose of all life and evolution is to realize Truth. For 
mankind this translates into the biological need for self- 
realization, to know one’s self. 

Axiom C: While truth is the end, ahimsa, i.e., self-giving love, is the 
means. Truth and Love are ultimately two sides of the same coin. 
One implies the other. Pure, self-realizing love knows no dis- 
tinction between ends and means. From this follows the all- 
important principle that we cannot realize truth without giving 
up the means/ends dichotomy. To Gandhi, “realization of the 
goal is in exact proportion to that of the means’. This he consid- 
ered ‘‘a proposition that admits no exception”. [Gandhi, 1968, 
VI, 149]. It follows that since “‘means to be means must always 
be within our reach . . . ahimsa is our supreme duty. If we take 
care of the means, we are bound to reach the end sooner or later”’. 
[Gandhi, 1968, VI, 219] 

Axiom D: Human Truth is always relative. Although we have the in- 
nate need to perfect ourselves, no man is perfect. Truth as we can 
apprehend it is always personal, subjective, and, to that extent, 
relative to our individual context of culture and history. The in- 
dividualized and contextual nature of human truth precludes any 
rigid and precise principles of social policy and social institutions. 
What is “‘true’”’ in one context may not be so in another. All we 
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can do is to serve the ultimate Truth by being truthful, open- 
minded, and tolerant. Whatever is perceived to promote life and 
serve the vital needs of all men, particularly the poorest of the 
poor, is true. 


The Foundational Premises of Gandhi’s Socio-Economic Thought 


From these four basic philosophical axioms emphasizing self- 

giving love as the key to the realization of Truth, we can note the 

following foundational premises that pertain to Gandhi’s economic 

thought: 

Premise A: Economics, ethics, politics, and religion constitute an indivisi- 
ble whole.* As such, Gandhi had no kind words about conven- 
tional economics: 


True economics never militates against the highest ethical standard, just 
as all true ethics to be worth its name must at the same time be also good 
economics. An economics that inculcates Mammon woership, and en- 
ables the strong to amass wealth at the expense of the weak, is a false and 
dismal science. It spells death. [Gandhi, 1968, VI, 321-22] 


Premise B: Economics is the science of human welfare. Its goal ought to be 
sarvodaya, the welfare of all.*? ‘“True economics stands for social 
justice, it promotes the good of all equally including the weakest, 
and is indispensable for decent life”. [Gandhi, 1968, VI, 322] 


Implicit in the doctrine of sarvodaya is the basic presumption of 
equal dignity of and respect for the life and welfare of every indi- 
vidual. Translated into the sphere of economic policy, it entails top 
priority for meeting the most basic material needs (water, food, 
shelter) of everybody before we allocate resources for goods of a 
lesser importance.*° Similarly, the individual preference for a dol- 
lar’s worth of pet food cannot be put on the same scale as a dollar’s 
worth of a peasant’s brown rice.*’ 

In summary, “the welfare of all’’ entails satisfaction of the basic 
material, social, and spiritual needs of the poorest of the poor. It 
recognizes that everybody has a right to live. Sarvodaya is in con- 
trast to the doctrine of the greatest good of the greatest number 
which Gandhi considered ‘‘a heartless doctrine” which has done 
much harm to humanity.*® 
Premise C: The supreme consideration has to be Man. Economic 

theory that ignores the “human element” of owed social affec- 

tion is meaningless.*? 
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Premise D: Human welfare economics focusing on what Gandhi called the 
“human element” implies the crucial importance of a decentralized social 
economy. The ideal is a community economy allowing for a living in- 
teraction, mutual access, and voluntary cooperation of all its 
members. It is only in such a setting “bound together in bonds of 
mutual cooperation and interdependence’ that man can respond 
to his fellowmen and in the process realize social cohesion tanta- 
mount to the “‘universal” glue of Truth. 

Premise E: Economics has to respect the law of Swadeshi. As we saw 
earlier, Swadeshi was to Gandhi one of the most basic organiza- 
tional principles consistent with our need to express ahimsa. He 
applied it directly to economics: “I should use only things that 
are produced by my immediate neighbours and serve those in- 
dustries by making them efficient and complete where they 
might be found wanting’’. [Gandhi, 1968, VI, 336] | 
Obviously, this basic premise is at odds with both calculated be- 

haviour in an integrated competitive market economy as well as 

with a highly centralized command economy.” Instead, it feeds 
right into his concept of community economics, or decentralized 
community planning. 

Implicit in swadeshi is the emphasis on self-reliance which to 
Gandhi would not have led to what is today called the “backwash 
effect” of imports and the deep poverty of the Indian masses. “If 
not an article of commerce had been brought from outside India, 
she would be today a land flowing with milk and honey. But that 
was not to be. We were greedy and so was England” [Gandhi, 
1968, VI, 336]. At the same time, he warned that the doctrine of 
swadeshi can be made into a fetish. It should not be equated with 
blind import substitution but may often mean that “‘we will learn 
to do without hundreds of things which today [are] considered 
necessary”’.°' [Gandhi, 1968, VI, 337] 

Premise F: At the very core of Gandhian economics is the concept of 
rationality. Rather than mere cognitive calculations of means (i.e., 
the manipulating of Ruskin’s balance of expediency), Gandhi 
broadens the concept to involve harmonious action of body, 
mind, and soul. Rational action is guided by the inner faculty of 
conscience which he also calls inner voice.®* Gandhi’s conscience is 
rational to the extent that it is critical. In other words, even 
though an action is pursued regardless of its consequences to 
one’s self, we do have to critically examine the consequences ex 
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post and readjust our inner values and our conscience in the 

process.>° This way, ‘“‘even the mistakes committed while seek- 

ing the pure path take us a step forward in the quest’’. [Gandhi, 

1958a, 11 April 1928, 22]. 

Since rational action is by its very nature committed to action of 
the type discussed earlier, it has no room in a utility function where 
everything and everybody is treated as means or objects to one’s 
welfare. The conventional means-ends distinction is seen in direct 
conflict with Axiom C and therefore as being devoid of truth. This 
is not rationality but irrationality leading to atomization, social 
polarization, and increasing violence only temporarily subdued by 
coercion and expedient distrust. Ultimately, this false rationality 
will destroy itself. 


The Principles of Gandhi’s Economic Thought 


Within the context of these six foundational premises, we can easily 
derive what may be called the seven principles of Gandhian econo- 
mic thought.°** The reader should keep in mind, however, that un- 
like the principles of conventional economics, they do not stand on 
their own, independent of time and place. Instead, they always 
have to be seen in relation to each other and to their background of 
foundational premises and axioms in order to have any meaning. 


Principle (i): Nonviolent Ownership—Trusteeship 


Trusteeship recognizes the right to private property in the means of 
production as long as it is responsible to the needs of the 
community.°° It is sarvodaya extended to the firm.°© Absentee 
ownership of capital and land, investment and production violating 
swadeshi, excessive salaries, and expense accounts are not con- 
sistent with trusteeship. Violaters would be pressured by public 
opinion and in the last resort expropriated with appropriate legisla- 
tion. Trusteeship is also consistent with workers’ self-management 
provided they act as trustees. 


Principle (ii): Nonviolent Production—Appropriate Technology 


The term “appropriate’’ is used to designate the production func- 
tion that maximizes human need satisfaction. First and foremost, 
no technology should be used which economizes on manual labour, 
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while there are unemployed workers in the community.”’ This is 
clearly postulated by the premises of sarvodaya and swadeshi as 
well as conscience and trusteeship. 

Appropriate technology also recognizes the capacity of machin- 
ery for violence, i.e., to exploit. Men are used to feed machines in- 
stead of viceversa. Capital-intensive technology also promotes 
concentration of wealth and so enables “‘a few to ride on the backs 
of millions”’. 

Finally, the most appropriate technology does no harm to body, 
mind, or soul. Machinery, according to Gandhi, should not be 
turned into a craze. Mass production, yes, but in people’s own 
homes.”® 


Principle (111): Nonviolent Consumption—Non-Possession 


Non-possession follows strictly from ahimsa. ““The less you pos- 
sess, the less you want, the better you are. And better for what? 
Not for enjoyment of life, but for enjoyment of personal service to 
fellow beings; service which you dedicate yourself, body, sou! and 
mind’’. [Gandhi, 1968, VI, 328-29] 

Everybody is entitled to the basic necessities but the golden rule 
“to refuse to have what millions cannot” will prohibit the “‘infinite 
multiplicity of human wants” observed in modern western civiliza- 
tion. The insatiable material ambition is evidence of an economic 
system characterized by violence (himsa) fueled by lack of trust and 
basic anxiety. 


Principle (iv): Nonviolent Work—Bread Labour 


Throughout Gandhi’s writings runs the thread of the importance of 
work in men’s personal growth. The doctrine of bread labour was 
inspired by Ruskin, Tolstoy, and the Gita.*? 


I cannot imagine anything nobler or more rational than that, for, say one 
hour in the day, we should do all the labour that the poor must do and 
thus identify ourselves with them and, through them, with all mankind. 
[quoted in Gangulli, p. 259, from Young India, 10 October 1921] 


As a corollary, mental and manual labour should not be divided 
up by classes but in everybody’s lives. | 

Gandhi was convinced that just one hour of daily manual work 
would induce poets, doctors, and lawyers to moderate the fees they 
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charge for their talents and that the social proliferation of wants 
would be minimized.°' 

At the same time, he stressed that bread labour could never be 
forced on anybody, otherwise it would breed poverty, disease, and 
discontent. [Gandhi, 1968, VI, 334] 


Principle (v): Nonviolent Allocation—Cooperation 


Gandhi was no believer in competition. He saw in it a lash of a 
material and sensuous stimulus that degrades the population.” 
Competition is predicated on fear and insecurity, both of which 
breed greed and violence (himsa). 

Cooperation, on the other hand, appeals to the human element, 
our need to serve others. 

Yet, he felt it important to stress that true (nonviolent) coopera- 
tion could only take place after provision of the most essential 
material needs. This is true both of the individual (bread labour) as 
well as of the village (swadeshi). Only such a voluntary cooperation 
“‘will produce real freedom and a new order, vastly superior to the 
new order in Soviet Russia’’* [Gandhi, 1968, VI, 353]. 

The problem of scarcity would be largely dealt with by the insti- 
tutional features of bread labour and localized economy both acting 
to internally reduce wants as well as by the principles of non- 
possession and equality.© 


Principle (vi): Nonviolent Distribution—Equality 


Equality meant to Gandhi primarily two things: First, everybody 
has a basic right to live, i.e., to meet the basic vital needs and live a 
dignified life integrated in community with one’s fellows. As means 
to such a goal he strongly denounced charity, “‘the flinging of free 
meals”’ at people unable to find work, but advocated guaranteed 
employment for everybody who wants to work. Secondly, equal- 
ity as absence of exploitation. He endorsed non-exploitative capital- 
labour relations as well as non-exploitation of manual by intellec- 
tual labour and above all non-exploitation of the countryside by the 
city.” 


Principle (vii): Nonviolence in Reforming Economic Systems 


Gandhi was no friend of capitalism. On the contrary, he dedicated 
much of his life to its destruction. But the destruction of an ideolo- 
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gy could not be done with violence. The capitalist had to be re- 
deemed and converted to trusteeship. The doctrine to be followed 
was that of peaceful communitarian socialism rather than the 
Marxian path of class war and violent revolution.®” At the same 
time, it would be false to classify Gandhi as a utopian socialist. He 
explicitly rejected such attempts at social engineering since they 
tended to disregard the dynamic quality of human nature. 


CONCLUSION 


It will hopefully be clearer by now that the core of Gandhi's 
economic thought has to be seen in the wider context of his view of 
human nature reflecting the whole of psychology, philosophy, and 
religion. His system represents a radical departure from the 
mainstream of economic thought. No doubt, it becomes remark- 
ably coherent and logical as soon as we accept the axiomatic 
premises of his world-view. 

More importantly, the Gandhian economic construction resting 
on this alternative set of axioms may very well be the only possible 
economics that accepts love, or social affection, as a living relation, 
rather than a bounded object which can be squeezed into a utilita- 
rian equation. Ruskin deserves credit for having raised the issue 
early, a radical and paradigmatic challenge that we can no longer 
afford to ignore. When Sir D. Robertson surprised his audience at 
Columbia University when answering his topical question, ““what 
do economists economize?” with “‘love’’, he may have understated 
the problem. Our analysis suggests that modern economics is posi- 
tively knowledge that makes no room for real love. As a result, we 
have reason to be concerned when the German philosopher Carl 
von Weizsacker [1951] concludes his book on the history of nature 
with the following paragraph: 


But when knowledge without love becomes the hireling of the resistance 
against love, then it assumes the role which in the Christian mythical im- 
agery is the role of the devil. The serpent in paradise urges on man 
knowledge without !ove. Anti-Christ is the power in history that leads 
loveless knowledge into the battle of destruction against love. But it is at 
the same time also the power that destroys itself in its triumph. The bat- 
tle is still raging. We are in the midst of it, at a post not of our choosing 
where we must prove ourselves [p.173]. 7 


Gandhi proved himself and we are free to follow him. 
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"In order to make the paper more readable and shorter, many quotations under- 
lying the argument as well as many complementary thoughts have been relegated to 
footnotes which the reader may routinely consult as he/she goes along. Further in- 
formation can be found in the many excellent books on Gandhi. This paper has 
strongly relied on the works of Datta [1953], Varma [1959], Ganguli [1973], Sethi 
[1978], and particularly the beautiful book by Raghavan Iyer [1973]. 


The Indian word satya has a rather broad meaning including “real,” “pure,” being, 
existence, valid, good. 


It should be added that for Gandhi Truth and God were not mere abstractly con- 
ceived ideals fitting in a philosophical system of thought, but a living and self-acting 
reality with which human beings could enter into a dialogue. “‘He is a personal God 
to those who need his personal presence. He is embodied to those who need his 
touch. He is the poorest essence. He simply is to those who have faith. He is all 
things to all man” [Gandhi, 1968, VI, 102-3]. 


*At the close of his autobiography he wrote: 
““My uniform experience has convinced me that there is no other God than Truth. 
And if every page of these chapters does not proclaim to the readers that the only 
means for the realization of Truth is ahimsa, I shall deem all my labour in writing 
to have been in vain” [Gandhi, 1968, II, 752]. 


>*“Ahimsa means ‘Love’ in the Pauline sense, and something more than the ‘Love’ 
defined by St. Paul, although I know St. Paul’s beautiful definition is good enough 
for all practical purposes. Ahimsa includes the whole creation, and not only human. 
Besides, ‘Love’ in the English language has other connotations too, and so I was 
compelled to use the negative word (nonviolence). But it does not express a nega- 
tive force but a force superior to all forces put together. One person who can express 
Ahimsa in life exercises a force superior to all the forces of brutality.”’ [Gandhi, 1968, 
VI, 153}. 


Similarly, Gandhi rejected the view that all human suffering is just “illusion” 
(maya) and could therefore be ignored by a more enlightened teacher. 


7See, for instance, Chaudhuri [1975]. 


8In Western perspective, Gandhi’s philosophy no doubt comes closer to the spir- 
itua! humanism of Martin Buber, who in his writings strongly rejected the psychol- 
ogism of the I-1T (use-oriented) relation in favour of the self-giving I-you dialogal 
relation in which we discover our true selves. See, for instance, Maurice Friedman 
[1960] and the author’s recent ““The Limitations of Karl Marx’s Social Economics’’ 
[1979]. 


*The principle of swadeshi follows straightforward from what Gandhi perceived to 
be the meaning of life, to realize Truth, to know itself. As such it is our task to im- 
prove, in humility and through love and service, our immediate surroundings in 
which Destiny has placed us. He explains: “‘“Swadeshi is the only doctrine consistent 
with the law of humility and love. It is arrogance to think of laundering out to serve 
the whole of India when I am hardly able to serve even my own family” [Gandhi, 
1968, VI, 338]. 
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Implicit to swadeshi is a philosophy of mutual respect and tolerance extended to 
all religions and philosophies, seeing them as mere parts of a harmonious whole. 
There is no place for exclusive dogmatism in the Gandhian interpretation of Truth 
(satya) and ahimsa. 


'See, for instance, Iyer [1973], p. 179. 


''To Gandhi, there was no other path holding equal promise. Note this challenge to 
Buddha: 
“If I had the good fortune to be face to face with one like him [the Buddha], I 
should not hesitate to ask him why he did not teach the gospel of work, in prefer- 
ence to one of contemplation.”’ [Gandhi, 1958a, Vol. 62, 85]. 


'2He cried: 
“It is the greatest tragedy I know of, these men and women—our brothers and 
sisters—dying a slow, torturing death. Theirs is an eternal compulsory fast. And 
as they break it occasionally with vice, they seem to mock us with the life they 
live.” [quoted in Varma, 71]. 


'S“Man is neither mere intellect, nor the gross animal body, nor the heart or soul 


alone. A proper and harmonious combination of all three is required for the making 
of the whole man.”’ [Gandhi, 1968, 113]. 

In contrast, “rationalism is a hideous monster when it claims for itself omnipo- 
tence. Attribution of omnipotence to reason is a bad piece of idolatry as is worship 
of stick and stone, believing it to be God” [quoted in Fisher, 214]. 


'*Miere logic sometimes leads to wrong conclusions and is disastrous in results. 


This is not the fault of logic, but all the data needed in order to arrive at a proper 
conclusion are not available at all times. Again one who hears or reads a word does 
not always understand the speaker’s or writer’s sense’? [quoted in Iyer, 18]. 

Mere logic is. precisely deficient due to its inability to deal with the contextual or 
relational property of things. And this is of course precisely the territory of ahimsa. 

True, humanistic rationality is predicated on a genuine inner fellow feeling which 
orders thought. The leading Western psychologist who devoted much of his work to 
a recognition of the rational aspects of feelings is of course Carl Jung. He was very 
careful to differentiate feelings from sensations and emotions, a distinction that has 
largely been lost in everyday English. He described feelings as follows: ““When I use 
the word ‘feeling’ in contrast to ‘thinking’ I refer to a judgement of value—for in- 
stance, agreeable or disagreeable, good or bad, and so on. Feeling according to this 
definition is not emotion (which, as the word conveys, is involuntary). Feeling as I 
mean it is (like thinking) a rational (i.e., ordering) function.’ [Arnold, 60-61] 


“Knowledge and action in the absence of devotion are dry dust and are likely to 


make us confirmed bond-slaves’”’. [Gandhi, 1968, IV, 263]. 


'°While the leading economists chose to deal with his uncompromising attack on 
classical political economy by ignoring it, Ruskin did have some disciples, two of 
them well-known and influential in the British socio-economic development: 
Richard Tawney and John Hobson. Furthermore, there were some lesser known 
followers in G. K. Chesterton and Eric Gill. See Alonzo Smith [1979]. 


"7 Manchester Examiner and Times, 2 October 1860, p. 1 [emphasis added], quoted in 
Ruskin [1905, Vol. 17, p. xxxil. 
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'8In his autobiographical account Gandhi added the following observations: 

“I believe that I discovered some of my deepest convictions reflected in this great 

book of Ruskin, and that is why it so captured me and made me transform my 

life. A poet is one who can call forth the good latent in the human breast. Poets do 
not influence all alike, for everyone is not evolved in an equal measure. 

The teachings of Unto This Last I understood to be: 

1. That the good of the individual is contained in the good of all. 

2. That a lawyer’s work has the same value as the baker’s in as much as all have 
the same right of earning their livelihood from the work. 

3. That a life of a labourer, i.e. the life of the tiller of the soil and the hand- 
icraftsmen, is the life worth living. 

The first of them I knew. The second I had dimly realized. The third had never 
occurred to me. Unto This Last made it as clear as daylight for me that the second 
and the third were contained in the first. I arose with the dawn, ready to reduce 
these principles to practice.” [Gandhi, 1968, II, 445]. 

In 1946 Gandhi again witnessed his profound admiration for Ruskin when he 

wrote: 

“‘If mankind has to progress and to realise the ideal of equality and brotherhood, it 

must adopt and act on the principle of Unto This Last, a book written with ‘blood 

and tears.’”’ 

Another indication of the unique influence of Ruskin is the fact that one of the 
very few belongings Gandhi did possess in his hut at the Sevagram Ashram was the 
following quotation of Ruskin still hanging on the wall opposite his mat: 

“The essence of lying is in deception, not in words; a lie may be told by silence, by 

the accent on a syllable, by a glance of the eye attaching a peculiar significance to a 

sentence. And all these kinds of lies are worse and baser by many degrees than a lie 

plainly worded.”’ 

(I gratefully acknowledge this latter information to Marjorie Swann of the Amer- 
ican Friend Service Committee). 


197 do not deny the truth of this theory. I simply deny its applicability to the present 


phase of the world.” [Ruskin, 1866, 19]. 
2°For an excellent summary, see Sherbourne [1972], Chapter 5. 


*1For example, when he wrote: 

‘“‘When the disturbing causes are known, the allowance necessary to be made for 
them detracts in no way from scientific precision, nor constitutes any deviation 
from the a priori method. The disturbing causes are not handed over to be dealt 
with by mere conjecture. Like friction in mechanics, they . . . are brought within 
the pale of the abstract science itself. . . . The disturbing causes have their laws, as 
the causes which are thereby disturbed have theirs; and from the laws of the dis- 
turbing causes, the nature and amount of the disturbance may be predicted a 
priori... . The effect of the special causes is then to be added to, or subtracted 
from, the effect of the general ones.”’ [Mill, 1967, 330]. 


22“Cn examining accordingly, what the mind does, when it applies the Principle of 
the Composition of Forces, I found that it performs a simple act of addition. It adds 
the separate effect of the one force to the separate effect of the other, and puts down 
the sum of those separate effects as the joint effect. But is this a legitimate process? In 


48 ESSAYS IN GANDHIAN ECONOMICS 


dynamics, and in all the mathematical branches of physics, it is; but in some other 
cases, as in chemistry, it is not; and I then recollected that something not unlike this 
was pointed out as one of the distinctions between chemical and mechanical phe- 
nomena in the introduction of that favourite of my boyhood, Thompson’s A System 
of Chemistry. This distinction at once made my mind clear as to what was perplexing 
me in respect to the philosophy of politics. I now saw that a science is either deduc- 
tive or experimental, according as, in the province it deals with, the effects of causes 
when conjoined are or are not the sums of the effects which the causes produce when 
separate.” [Mill, 1924, 112-13]. 


3 Ibid. For a discussion of this non-sequitur, see Mitchell, Chapter 8. 


?4Mill defined economics as the science which is occupied with production and dis- 
tribution of wealth, so far as they depend on the laws of human nature. But he expli- 
citly excluded: 
“more laws of human nature which relate to the feelings called forth in a human 
being by other individual human or intelligent beings, as such; namely the affec- 
tions, the conscience, or feelings of duty, and the love of appropriation; and to the 
conduct of man so far as it depends upon, or has relation to, those parts of his na- 
ture.”’ [quoted in Bensusan-Butt, 125]. 


25**The Science of Political Economy is a Lie, wholly and to the very root (as hither- 
to taught). It is also the Damnedest . . . that the Devil, or Betrayer of Men, has yet 
invented. To this ‘Science’ and to this alone . . . is owing All the evil of modern 
days. I say All. . . It is the Death incarnate of Modernism . . . the most cretinous, 
speechless, paralysing plague that has yet touched the brains of mankind.” [quoted 
in Sherbourne, 94-95]. 

©The epitomy of abstract, lifeless and loveless economics is no doubt to be found in 
Walras’ construction of pure theory and it is significant that both Schumpeter as well 
as Samuelson declared Walras to have been the greatest 19th century economist; no 
doubt he was the purest. It is also interesting to note that with his highly abstract 
assumptions of quasi-omnipotency of his human agents, equipped with perfect fore- 
sight and perfect information, there is, as Phelps pointed out, no room for deceit. 
[Phelps, 4—5] In a sense, Walras could do without the higher love-related values of 
truthfulness and mutual trust. It is also significant to note that Wairas took the 
soothing abstract utopia of atomistic competition so seriously as to campaign for the 
Nobel Peace Prize, the award however being awarded to Theodore Roosevelt in- 
stead.’ [See Bensusan-Butt, 120]. 


27See, for instance, Fetter [1920] and Whitaker [1977]. 


?8The Keynesian revolution never was able to shake the Walrasian microfounda- 
tions. Selfish economic man continues to inhabit the very core of the science even 
though leading economists like Robbins and Samuelson sought to replace his utilita- 
rian psychology by no psychology. It is only more recently that this apparent solu- 
tion to the problem has been vigorously attacked by such scholars as Edward Nell 
[1975] and Stanley Wong [1978]. 


?°He continues: 
““His virtues are minor virtues: he is punctual, courteous, honest, truthful, pain- 
staking, thrifty, hardworking. His vices are minor vices—niggardliness, parsimo- 
niousness, chicanery. Even the covetousness of which he is often accused is a 
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playful and innocent thing compared with the dreadful covetousness of the proud. 
On the whole he escapes the deadly sins, for his very vulgarity saves him from 
pride. . . . But he misses also the Great Virtue, and he is less than man, for God 
has made man for himself, and he has an ineradicable hunger for the Divine, the 
heroic, the sanctified and the noneconomic.”’ [Boulding, 1968, 218]. 


*°Considering all this, Boulding declares: 
“Iam not sorry that i became an economist, for to belong to a body of people 
who have never even thought of introducing malevolence into their social theory 
is somehow in this day and age a little cheering.” [Boulding, 1970, 137]. 


‘It is worth mentioning that Gandhi would have strongly rejected Boulding’s Eco- 
nomic Man, not fully human and yet devoid of major sin. To live, there is no stand- 
ing still, its either soaring to a heavenly life of truth or falling to the hellish life of the 
brute. ““Either he progresses towards Ahimsa or rushes to doom.” [quoted in Var- 
ma, 61]. 


32In Western thought the two alternative ethical conceptions were debated almost 
three centuries ago between the “‘sentimental” school advocating disinterested be- 
nevolence and the “‘selfish”’ school reducing ethics to calculated self-interest. The lat- 
ter view seemed to have enjoyed more support, particularly since it was more in line 
with the church values of pleasure and pain in an afterlife. See Viner’s little gem 
[Chapter 3]. 


3°Sen is clearly addressing the heart of the matter when he claims: 
“It can be argued that behaviour based on sympathy is in an important sense- 
egoistic, for one is oneself pleased at others’ pleasure and pained at others’ pain, 
and the pursuit of one’s own utility may thus be helped by sympathetic action. It 
is action based on commitment rather than sympathy which would be non- 
egoistic in this sense.”’ [Sen, 326]. 


54Commitment is not to be confounded with the meaning typically attached to duty 
and obligation in the moral philosopher’s sense of “my duty,” “the right thing to 
do”’. In that case, it does become a question of taste and expediency and could be fit- 
ted into preferences. For a distinction between commitment and this kind of duty, 
see C. H. Whiteley’s essay in Feinberg [1969]. 


>It is here where we believe we are improving somewhat on Sen’s definition refer- 
red to above. 


Devoted action detached of consequences was, of course, for Gandhi the essential 
message of the Bhagavad Gita. The ideal wholly committed man he found there de- 
scribed: “Although he is firm in his resolve, he is indifferent as regards success or fail- 
ure of his action; that is to say, he is not anxious about its result.’’ [Gandhi, 1968, 
IV, 265]. 


37 Alternatively, the Marxist’s ideal of a New Man living in eternal brotherhood is 
also based on faith. Here, however, the faith of a more secular orientation, a faith in 
the laws of history based on a materialistic force exerted from the means of produc- 
tion. A Marxist will be committed as long as that faith is not too much at odds with 
the perception of historical events and trends. 


38°“We must identify ourselves with the villagers who toil under the hot sun beating 
on their bent backs and see how we would like to drink water from the pool in 
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which the villagers bathe, wash their clothes and pots, in which their cattle drink and 
roll. Then and not till then shall we truly represent the masses, and they will, as 
surely as I am writing this, respond to every call.” [Iyer, 144]. 


3°Sen suggests that much of public choice, collective bargaining, class solidarity, 
etc., is pregnant with this type of non-maximizing commitment. Similarly, with 
such groups as “‘families, friends, local communities, peer groups, and economic 
and social classes.”’ [Sen, 318-19]. 


“Again, for a critique of Marxist economics along these lines, see Lutz [1979]. 


“eé 


“tWhen Boulding wrote: . we long for a new and greater Aquinas, to bring 
together once again Grace and Truth, Wisdom and Power, Faith and Knowledge, in 
blessed union” [Boulding, 1968, 195], many of us wonder if we haven’t been wait- 
ing too long already. 


42«“NIothing else exists in reality except Truth, everything else is illusion.” [Shukla, 
35]. 


“The perception of Truth of God beyond a mere idea or philosophical conception 
makes all the difference. See, for instance, Buber’s ‘“The Love of God and the Idea of 
Deity”, in Buber [1952]. 


“4For Gandhi it was impossible to separate the realm of ethics and religion into 
water-tight compartments: “‘So long as the seed of morality is not watered by 
religion, it cannot sprout. Without water it withers and ultimately perishes.” 
[Gandhi, 1968, IV, 22]. 


*SGandhi coined this now popular term when he chose a title for his translation of 
Ruskin’s Unto This Last. 


©The stronger members of a state or community have to protect, not oppress, the 
weaker ones. Under such a government there can be no starvation; nor can there be 
excessive accumulation of riches, for we can never be happy while we see our neigh- 
bours languishing in misery.” [Gandhi, 1968, IV, 30-31]. 


*7For the economic implication of introducing hierarchically ordered needs into eco- 
nomic theory, see Georgescu-Roegen [1954] and Lutz and Lux [1979, Chapter 3]. 


481 do not believe in the doctrine of the greatest good for the greatest number. It 
means in its nakedness that in order to achieve the supposed good of fifty-one 
percent, the interest of forty-nine percent may be, or rather should be sacrificed.” 
[quoted in Fisher, 304]. 
“The utilitarian’s (sphere of destruction) has no limit. Judged by the standard of 
nonviolence the late war was wholly wrong. Judged by the utilitarian standard, 
each party has justified it according to its idea of utility. . . . Precisely on the same 
ground the anarchist justifies his assassinations. But none of these acts can pos- 
sibly be justified on the greatest-good-of-all principle.”” [Gandhi, 1958a, Vol. 32, 
402]. 


49**You know how Adam Smith in his Wealth of Nations, after laying down certain 
principles according to which economic phenomena are governed, went on to de- 
scribe certain other things which constituted the ‘disturbing factor’ and prevented 
economic laws from having free play. Chief among these was the ‘human element.’ 
Now it is this “human element’ on which the entire economics of Khadi (homespun 
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and woven cotton) rests; and human selfishness, Adam Smith’s ‘pure economic mo- 
tive’ constitutes the ‘disturbing factor’ that has to be overcome.”’ [Gandhi, 1968, VI, 
322]. 

To Gandhi, Smith’s ‘disturbance’ was exactly “the permanent element of human 
nature which counts no cost too great to find full expression and which leaves the 
soul utterly restless until it has found itself.”” [Gandhi, Vol. 17, 406]. 


°°A good case could be made that theoretically a market economy would be con- 
sistent with swadeshi if the externality of the social fabric (the ‘human element’) would 
be internalized. 


>1Under its spell the deprivation of a pin or a needle, because these are not manu- 
factured in India, need not cause any harm.” [Gandhi, 1968, VI, 337]. 


°2Cicero translated Conscienta from the Greek Syneidesis; the word itself was coined 
by the Stoic Chrysippos (ca. 280 B.c.) and means essentially “‘the gyroscope of the 
individual soul’. 


>3For a contemporary discussion of conscience in philosophy, particularly the dis- 
tinction between critical vs. cultural conscience as well as its relationship to personal 
growth, see A.Campbell Garnett’s ‘““Conscience and Conscientiousness”’ in Feinberg 
[1969, Chapter 7]. 

As an interesting afterthought we may note that both modes of rationality, the 
traditional means/ends as well as the one of critical conscience, take into account 
consequences. But in reasoning it is anticipated (or imaginary) consequences while 
in conscience it is the real consequences of life experience. 


*4The choice of the seven principles is not meant to be exhaustive; neither can we 
prevent the natural overlap between all of them. The selection was so chosen to cor- 
respond more clearly with the more conventional economic categories we are famil- 
iar with. 


5**Supposing I have come by a fair amount of wealth—either by way of legacy, or 
by means of trade and industry, I must know that all that wealth does not belong to 
me, what belongs to me is the right to an honourable livelihood, no better than that 
enjoyed by millions of others. The rest of my wealth belongs to the community and 
must be used for the welfare of the community.” [Gandhi, 1968, VI, 368]. 

Gandhi recognized that “absolute trusteeship is an abstraction like Euclid’s defini- 
tion of a point, and is equally unattainable’. [Gandhi, 1968, VI, 369]. At the same 
time he claimed that 

“‘my theory of ‘trusteeship’ is no make-shift, certainly no camouflage. I am confi- 

dent that it will survive all other theories. It has the sanction of philosophy and re- 

ligion behind it. That possessors of wealth have not acted up to the theory does 
not prove its falsity; it proves the weakness of the wealthy. No other theory [of 

property] is compatible with nonviolence...” [Gandhi, 1968, VI, 370] 

“It is based on the faith that human nature [of capitalists] is never beyond redemp- 

tion.” [Gandhi, 1968, VI, 373]. 
>Of course, it also implies Axioms A, B, C, D and Premises E and F. 


57““W7e must utilize all available human labour before we entertain the idea of em- 
ploying mechanical power.” [Gandhi, 1968, VI, 323]. 


*8Gandhi had much praise for Singer Sewing Machines, but he recognized that sew- 
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ing machines have to be produced in factory production. So did steel and other basic 
industrial goods. They would have to be fabricated according to their own rules of 
appropriate technology, either under trusteeship or public ownership. [See Gandhi, 
1968, VI, 381-82]. 


°?Ruskin put the case for bread labour as follows: 
‘* “bread labour’, so far as it does mean an acknowledgement that you are not bet- 
ter than the poor, and are content to share their lowliness in that humility, you en- 
ter into the very soul and innermost good of sacred monastic life.”’ [Fors Clavigera, 1884, 
VII, 144]. 


©°Gandhi realized that not everybody could spin, weave or till the fields, but he did 
insist that at least everybody must be his own scavenger rather than have servants do 
that job. 


61NJature has intended man to earn his bread by manual labour-—‘by the sweat of 
his brow’—and intended him to dedicate his intellect not towards multiplying his 
material wants and surrounding himself with enervating and soul-destroying lux- 
uries, but towards uplifting his moral being—towards knowing the will of the 
Creator—towards serving humanity and thus truly serving himself.” [Gandhi, 
1968, VI, 331]. 
“If we performed physical labour enough for our daily bread . . . our wants 
would be minimized, our food would be simple. We should then eat to live, not 
live to eat. Let anyone who doubts the accuracy of this proposition try to sweat 
for his bread, he will derive the greatest relish from the productions of his labour, 
improve his health, and discover that many he took were superfluities.”’ [Gandhi, 
1968, VI, 332]. 


62See for instance, Gandhi, 1968, VI, 282. 


©3**Man is a social being. Without inter-relation with society he cannot realize his 
oneness with the universe or suppress his egotism. His social interdependence en- 
ables him to test his faith and to prove himself on the touchstone of reality.”’ [Gan- 
dhi, 1968, VI, 351]. 


©4Gandhi was particularly outspoken for cooperation in farming; both the pooling of 
land as well as of cable farming. He was confident that “‘cooperation farming- 

. would change the face of the land and banish poverty and idleness from their 
midst.” 


© As far as local economy goes, he holds: 
“‘When production and consumption become localized, the temptation to speed 
up production, indefinitely and at any price, disappears.” [Gandhi, 1968. VI, 383]. 


From Gandhi’s emphasis on human feelings (or ‘the heart’) as a foremost human 
quality, he derived a unique respect and love for the uneducated peasant. Witness his 
statements: 
“But the moment you talk to them [villagers] and they begin to speak, you’ll find 
that wisdom drops from their lips. Behind the crude exterior, you will find a deep 
reservoir of spirituality. I call this structure.”’ [Gandhi. 1968, VI, 283]. 
“In the case of the Indian villager, an age-old culture is hidden under an encrust- 
ment of crudeness. Take away the encrustation, remove his illiteracy, and you 
have the finest specimen of what a cultured, cultivated, free citizen should be.”’ 
[Gandhi, 1968, VI, 283]. 
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©7In 1946, Gandhi wrote: 
I got the opportunity and privilege of reading Karl Marx’s Kapital whilst I was in 
detention. I entertain a high regard for his great industry and acumen. But I 
cannot believe in his conclusion. I have no faith in violence being able to usher in 
nonviolence.” [Gandhi, 1968, VI, 433]. 
Needless to say, Gandhi was uncomfortable with both the secular-material inter- 
pretation of history (see Iyer, 101-105) and Marxists notions of truth. 


©8Gandhi reproached the author of a utopia-type book as follows: 

“Your book reminds me of what Ruskin wrote somewhere and which may be 
thus paraphrased: If men became machines and if bone and muscle couid be re- 
moved from these machines, they could be flattened into bricks of a required size 
and these human bricks could then be consolidated into a majestic pyramid and 
made to do anything that the controller of these bricks desired. But unfortunately 
or fortunately, you have to deal not with machines but with bony intelligent mus- 
cles each having its own individuality and each pulling its own way. I wonder if 
your linear cities, cooperative schemes, garden suburbs and transformed educa- 
tional methods all drawn up with exactness and printed in beautiful type will 
change society into machines, you expect without devising some means of appeal- 
ing to the soul within.” [Gandhi, 1958a, Vol. 34, 54]. 


CHAPTER THREE 


Elements in Gandhian Economics* 


Romesh Diwan 


Sushila Gidwani 


INTRODUCTION 


IN recent years, there has been a growing skepticism about the 
benefits of growth and development and about the continued 
emphasis on material consumption, particularly in the developed 
countries of the West. The “‘bads”’ and “‘externalities’”’ produced by 
the industrial system, such as pollution, ecological imbalance, and 
harmful impacts of chemical additives on health have become in- 
creasingly important, persistent, and visible. Love Canal is the 
most recent example. There is now a growing recognition that the 
resources of the earth are limited.! There is, thus, a serious doubt if 
these problems can be solved by more technology or “‘technologi- 
cal firms’’,” particularly if these problems are the result of the “‘suc- 
cesses” of the hard technology in the first place.* Also, increased 
amounts of material consumption have not led to social harmony 
or happiness.* On the contrary, this has perhaps heightened a feel- 
ing of emptiness of materialism. The developing and poor coun- 
tries that have attempted to copy the industrialization development 
strategy of the Western countries find that even after thirty years of 
such policies, a meaningful development is still far away.” The per 
capita income has not grown, while unemployment, poverty, and 
income-inequality have grown tremendously.® There is thus a 
questioning about the very concept of development, growth, and 
related issues. 


*This paper was originally presented at the 1978 Annual Meetings of the American 
Economics Association at a session organized by the Association of Indian 
Economic Studies, Chicago, and subsequently published in Gandhi Marg, Vol. 1, 
No. 5, August 1979. 
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The ideas about development force questioning of the very basis 
of economics. The thought and practice of Mahatma Gandhi pro- 
vides a fruitful area for research and fresh thinking. We believe that 
Gandhian ideas present a complete, even if not fully articulated, 
basis of an entire economic system. This paper is a modest attempt 
to outline some of the elements in such an economic system. A 
meaningful essay will involve defining concepts and stating and 
formulating propositions for logical consistency. This is, no 
doubt, a stupendous task. To reduce the possibilities of confusion 
and questions of relevance, we would outline below various prop- 
ositions and place them against the neo-classical economic 
framework. 


GOALS OF ECONOMIC ACTIVITY 


A distinction has to be made among three different states. One is 
the desired or the ideal state. This state is as yet unachieved. Critics 
doubt if it is ever achievable. Gandhian thought persists in the pos- 
sibility of achieving this state,’ otherwise striving towards it is 
meaningless. For the individual, the ideal state is the achievement 
of moksha. For the society, it is swaraj for everyone. This is a state in 
which everyone is ruled by one’s ownself and by no one else. It in- 
volves absolute freedom of all kinds. The ruling principle in this 
society is satya—the Truth.® The second state is the transition to the 
ideal state. Gandhi is very clear about the transition path.” Condi- 
tions laid for this path are rather stringent. That is why his empha- 
sis on the purity of means becomes persistent. The ruling principles 
of the transition are ahimsa and satyagraha. The third is the state of 
the present order. This determines what is possible and what is not 
possible. This is what provides historicity to the Gandhian method. 


SOME BASIC CONCEPTS 


The Gandhian system has never been fully articulated. Most of the 
ideas presented to us by Gandhi were practised by himself. In prac- 
tice, these ideas appeared fully immersed in the situation of the 
time. Those ideas, thus, need to be separated from the historical 
context in which they were developed. Since this has not been 
done, any formulation of his ideas and propositions needs to be 
subjected to a serious debate. Such a debate will analyze, refine, and 
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hopefully also develop a consensus. In this section we propose a 
few concepts relevant to the economic system. These are our inter- 
pretations and we offer these basically as an agenda for discussion 
and debate. 

In our view, there are six basic concepts!® that are essential in 
Gandhian economics. These are all related to each other. There is 
no hierarchy among them. In other words, these all have equal im- 
portance. The order in which these are presented is irrelevant. We 
feel that these six concepts come in pairs of two. They are: (i) 
swadeshi, (ii) bread labour, (111) aparigraha or non-possession, (iv) 
trusteeship, (v) non-exploitation, and (vi) equality. 

Swadeshi may be translated as self-reliance. It follows from the 
concept of swaraj. There are various interpretations of swadeshi. 
Some interpret it narrowly as ‘“‘autarky”’ or self-sufficiency.'!! The 
question is: how does one apply the concept of swadeshi to a nation?. 
The problems and misunderstandings arise from this question 
itself. A more meaningful question is: how would swaraj look like 
with or without swadeshi? If swadeshi is essential to swaraj, then how 
does one go about introducing it in the transitional state? The inter- 
pretation of swadeshi as “‘self-reliance’’ provides a clue to this ques- 
tion. 

Bread labour provides the ethical dimension to swadeshi at the 
level of personal action. One cannot be self-reliant if one cannot 
produce the necessities of living by one’s own labour. It is possible 
that one can obtain one’s necessities from other persons. However, 
this is possible only under two different conditions: (a) one can be- 
come dependent upon others; or (b) one can exploit others. Both 
are unacceptable since they involve violence, alienation, and de- 
humanization. Hence the importance of bread labour. The question 
is: what is bread labour? Is it the time spent by one person in 
obtaining goods that can be later exchanged for the desired necessi- 
ties themselves? The earlier concept of swadeshi would favour the 
second interpretation. 

Non-possession follows from truth and nonviolence. It involves 
that a person should not possess anything that one does not need. 
The Gandhian concept of theft is based on aparigraha. Accordingly, 
anyone who possesses things and objects not needed by oneself but 
needed by others is a thief. This is an essential concept in swaraj, be- 
cause it brings to it the most coveted state: ‘‘to each according to 
one’s need’’. This also implies institutional forms. The whole con- 
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cept of private ownership of property—where property is distin- 
guished from tools—comes under sharp questioning.'* We feel that 
non-possession 1s not compatible with capitalism. 

Trusteeship follows from and is built on the concept of non- 
possession. Non-possession may also be considered as a form of 
nonviolence, if possession involves violence. By trusteeship is 
meant that all those people who possess things as well as ‘“‘capabili- 
ties, abilities, or other natural gifts’? must hold these possessions as 
trustees for all others. In other words, they should not derive the 
benefits from these possessions for themselves. On the contrary, 
the possession brings immediately an obligation. Possession is a 
burden. !° 

Non-exploitation follows straightforwardly from the concept 
and principle of nonviolence. One cannot exploit without doing 
violence. It is both a simple and a complex concept. The complex- 
ity arises particularly from the nature of the society all the world 
over today. Some people maintain that both Marxist and Capitalis- 
tic societies, as constituted today, have institutionalized exploita- 
tion, particularly in the production of goods and services. In view 
of the inequalities and the prevalence of alienation, the very concept 
of market may be exploitative. 

Equality follows from and ensures non-exploitation. Exploita- 
tion among equals is not possible. Questions have been raised: 
What is equality? Is it equality of opportunity only? Looking at the 
other concepts, we feel that equality in the Gandhian system in- 
volves “all possible achievable quality’’. It is:ssomething more than 
equality of opportunity. It does accept differences in natural gifts. 
But this is a part of diversity and not a question of equality. 

On the basis of these concepts and various principles, we would 
outline below, in a preliminary attempt, some propositions implied 
in the Gandhian system of economics. These propositions are for 
debate and discussion. To facilitate debate and discussion we have 
placed these propositions in the context of neo-classical economies 
and in a comparative fashion. 


CONSUMPTION AND UTILITY 


In neo-classical and neo-Marxian economics, consumption is a 
source of utility. Commodities possess utilities and the function of 
consumption is the transference of these utilities to the consumer. 
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Classical economists recognized that all commodities do not pos- 
sess utilities. They distinguished between “‘basic”’ and “‘non-basic”’ 
goods. According to Adam Smith, this distinction followed from 
the distinction between “productive” and “non-productive’”’ 
labour. In Marx it is derived from the distinction between “‘values- 
in-use”” and ‘“‘values-in-exchange’”’. The neo-classical and neo- 
Marxian economists have obliterated these distinctions so that they 
no more have to think of the distinction between “‘basic”’ and “non- 
basic”’ goods. 

In Gandhian economics, this distinction between “basic”? and 
“non-basic’”” goods is fundamental. Gandhian economics will 
accept the hierarchy of “‘needs” defined by Maslow. In these hier- 
archies, there is necessary consumption that satisfies physiological 
and security needs on the one hand and “‘self-actualization”’ on the 
other. The former group of needs is socially determined, while the 
latter group is necessary for the creative needs of an individual. 
Along with material goods to satisfy these needs must come the 
possibility to satisfy love, respect, and a sense of belonging. The 
consumption of material goods only marginally satisfies these 
needs and beyond a certain level may actually be inimical to the 
satisfaction of these needs. 

We can, then, define “‘basic’’ goods as all those goods that satisfy 
the needs listed above, that is, basic needs, self-actualization needs, 
love, respect, and a sense of belonging. All other goods are “‘non- 
basic.”” The consumption of “‘basic’’ goods provides utility in the 
sense of the “‘uplift’’ and “‘creativity’’ of the society and the indi- 
vidual. However, the relationship between consumption and utility 
is not monotonic. Instead, it is non-linear for the simple reason that 
these needs have saturation limits. Beyond a certain level, con- 
sumption of these “‘basic’’ goods becomes a nuisance. 

It is not clear what is the role of non-basic goods. By and large, 
the relationship between utility and consumption of non-basic 
goods is not well-defined. A part of the consumption of such 
goods is positively harmful. Another part is at best neutral, neither 
being useful nor harmful. Some part is, perhaps, beneficial. In 
the industrialized societies, there is a preponderance of such 
consumption. 

It is because of a lack of consumption of non-basic goods and 
their preponderance in industrialized societies that the conclusion is 
drawn that the consumption in Gandhian society is limited. The 
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fact that consumption is limited does not imply the conclusion that 
the utilities are also limited. On the contrary, even though the level 
of consumption is low, the acquisition of utilities may actually be 
far larger. This follows from the fact that in neo-classical eco- 
nomics, consumption is the only source of utility. In Gandhian eco- 
nomics, there are two other sources. 

Work in Gandhian society is, by and large, a source of utility. In 
neo-classical economics, it is full of disutility. This difference arises 
from the nature of work.'* Work in Gandhian economics is “‘self- 
defined’’ work, while in industrialized societies it is “‘stranger- 
defined”’ work. : 

Secondly, the quantity and quality of leisure in Gandhian econo- 
mics is also far higher. In neo-classical economics, leisure is treated 
as a source of utilities via consumption of non-basic goods. As 
Lindler has argued, the leisure in the American society is so little 
that it has led to the dissipation of the culture and the ‘“‘very pleasure 
of life”. In Gandhian economics, not only is there more leisure, but 
the leisure is also not wasted in the process of consumption and its 
maintenance. Instead, this leisure is available for genuine satisfac- 
tion. The basic differences between the neo-classical and the Gan- 
dhian system with respect to consumption can be enumerated as 
follows: 


CONSUMPTION 
Neo-Classical 
BASIC PROPOSITIONS: 


(1) Resources are limited and wants 
are insatiable 


Gandhian 


Resources are abundant enough to 

satisfy needs of all in a comfortable 

way 

(2) Consumer’s goal is to maximize 
utility 

(3) Consumption is budget-determined 

(4) More is better and desirable for its 


Consumer’s goal is to satisfy needs 


Consumption is need-determined 


More is desirable and better only to a 


own sake 


(5) Multiplicity of material wants be- 
comes the aim of life 

(6) Utility function of multiple wants 
has no upper bound 


(7) Individual utility functions are in- 
dependent of each other 


point of freedom from drudgery, dis- 
comfort, and arduous labour 

Restraint on material wants is the aim 
of life 

Utility function of multiple wants has 
an upper bound defined by “‘necessary 
comforts”’ exclusive of luxuries 


Individual utility functions are inter- 
dependent 
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(8) Societal utility function is maxi- Societal utility function is maximized 
mized through maximization of through maximization of the number 
individual utility functions of economically satisfied individuals 

(9) Want-oriented society creates Need satisfying society requires only 
waste of economic resource, bread labour. Relatively independent 
preoccupation with earning for and self-sufficient economy allows an 
consumption deters the growth of average individual enough time for 
an average individual in other self-fulfilment 


aspects of life 


PRODUCTION AND TECHNOLOGY 


In the capitalistic industrialized societies, there is a production of 
both “‘basic” goods and “non-basic”’ goods. In the total output, 
however, the “‘non-basic”’ goods form a larger part. This is so be- 
cause the income elasticity of ‘‘non-basic” goods is far greater than 
that of “‘basic” goods. Since production is defined by profit or 
growth motives, it is more profitable to produce “‘non-basic’”’ 
goods. 

In the neo-Marxist East European countries also, there is an 
emphasis on the production of “non-basic” goods. The reasons for 
this emphasis lies both in the tendency to consider “non-basic”’ 
goods as incentive goods, and the idea that the production of “non- 
basic’’ goods is an index of improvement in the standard of living 
as well as of “coming of age’. 

In Gandhian societies—parts of China, perhaps, are the only 
example—, the emphasis is on the production of “‘basic’”’ goods. 
Some non-basic goods are produced. However, a very large per- 
centage of total production is made up of “basic goods’’. The 
motivation for this emphasis comes both from sheer need as well as 
from moral and ethical considerations about love, humanism, and 
respect. The motivation of the production of “‘non-basic” goods is 
basically creativity, self-expression, and societal preservation. 

The cost of production of non-basic goods in the capitalistic and 
Marxist societies are comparatively lower because these costs are 
highly subsidized by the State in the form of infrastructure, tax 
shelters, and other fiscal measures. Costs of these goods in the Gan- 
dhian system are comparatively far higher because the production 
unit has to bear total costs which are not subsidized. 

The basic source of cost subsidization in capitalistic and neo- 
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Marxist societies lies in the prevalence and encouragement of an ex- 
ploitative production and technological structure. In the United 
States, slave labour was used for a long time. Even now some of 
the exploitative characteristics remain. In the Soviet Union, the use 
of political prisoners performed the same function as of a slave sys- 
tem. Recently the exploitative system has been institutionalized in 
the form of technology. The technology in both these systems en- 
courages and imposes production modes which require specializa- 
tion and large-scale organizations. An extreme degree of specializa- 
tion makes work alienating and creates opportunities for exploiting 
the labour. 

In the Gandhian system the production modes cannot be ex- 
ploitative by their very nature. The technological change must 
satisfy the following three major conditions: 

1. Technology must increase the productivity of the worker. 

2. Technology must not replace the worker. 

3. The worker must have complete control of the technology. 

These are stringent conditions and much of the Research and 
Development programme has not provided innovations in this 
_ direction. The current Appropriate Technology movements all 
over the world, however, are attempts in this direction. 

It has been argued that production in the Gandhian system is less 
varied. This is a mistaken argument. It is true that the number of 
commodities in the Gandhian system is far less. However, there are 
far more varieties of every commodity produced. The diversity of 
production in the Gandhian system, thus, is much larger than in a 
capitalistic system. The following details would make this point 
clearer. 


PRODUCTION 


Neo-Classical Gandhian 


Goal of the Multiplicity and quantity of | To provide work for body and to 

economic acti- the production of material satisfy economic needs of the soci- 

vity: goods ety so that its members can fulfil 
themselves within a harmonious 
society. In other words, the goal is 
the moral progress. The progress 
of the permanent element in us. 
The material progress is contained 
in the moral progress but the re- 
verse is not true 
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Measure of 
success: 


Incentives: 


What to pro- 
duce? 


How to pro- 
duce? 

For whom to 
produce? 
How much to 
produce? 


Industrializa- 
tion: 

Capital: 
Technology: 


Labour: 


Labour value: 


Employ- 
ment? 
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GNP and ever-rising stan- 
dards of living 

Production for the sake of 
profits 


Products which would 
fetch the highest rate of re- 
turn. Utility is directly re- 
lated to the price 


Least-cost combination 


Those who can pay 


Restricted only by the pro- 
duction capacity 


A boon 


Essential 


Essential 


A commodity of produc- 
tion to be exploited 


All labour has exchange 
value which is derived from 
the interplay of the laws of 
supply and demand in the 
products as well as in the re- 
source markets 


MRC=MRP 


Absence of starvation among mas- 
ses 


Produce just enough to satisfy 
one’s needs in order to keep one’s 
mind trained and educated for a 
harmonious growth 


Goods which would satisfy the 
basic needs. Since consumption 
and production are localized, the 
value of the products is determined 
by the labour value rather than ex- 
change value; the profits are absent 


Full employment of the voluntary 
bread labour 


For self 


Constrained by the individual’s © 
needs and a socially desirable level 
which would not hinder indi- 
vidual’s total growth 


A curse 


Only if it aids human beings 


Only if it is simple and usable by 
the masses 


A source of human power which 
must be utilized for the benefit of 
its owner. It is the fundamental 
law of our being, viz, that we must 
work for our bread, that we eat 
our bread by the sweat of our 
brow; it is voluntary, not exploit- 


able 


Only bread labour has value which 
is derived from the individual’s 
need to maintain healthy body, 
mind, and soul. The intellectual 
labour is self-satisfying, hence it 
has no exchange value. Since indi- 
vidual’s satisfaction is incomplete 
without its social utility, it should 
be rendered freely to the society 


Full employment regardless of 
cost. Since most of the labour is 
self-employed, the question of 
labour cost largely becomes 
irrelevant 
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Occupations 
requiring 
productive 
labour: 


All occupations 


Intellectual 
labour: 


No such concept 


Only those requiring bread labour, 
agriculture, printing, carpentry, 
shoe-making, gardening, house- 
making, handicrafts, weaving, 
spinning. The manufacture of ev- 
erything needed to satisfy essential 
human wants and labour in all 
essential occupations count as 
bread labour. Also pursuit of 
education and training related to 
any occupation requiring bread 
labour is productive and intelligent 
labour 


The occupations which are essen- 
tial in service to the society, such as 
law, medicine, social work, 
teaching, religious service, etc. 


DISTRIBUTION THEORY 


Neo-classical 

1. There is a market for factors of 
production 

2. Entrepreneur corporation brings 
the factors together for produc- 
tion by buying 

3. The relationship is of employer- 
employee 

4. Workers are paid a wage 

5. Wages are paid on the basis of 
marginal productivity 

6. There is income from the employ- 


ment of capital. This is appropri- 
ated by the capital-owners 


7. Capital is owned by the capitalists 

8. Capitalists substitute capital for 
labour in order to maximize pro- 
fits to the capitalist. In the ideal 
situation capital-labour substitu- 
tion is infinite or its elasticity is one 


9. Risks of production are taken by 
the capitalists 


Gandhian 
There is no market for factors of pro- 
duction 


Trustees bring together agents and 
factors of production by example and 
cooperation 


The relationship is one of trustees and 
cooperative workers 


There is no wage labour 


There are no wages. Everyone shares 
in the total output equally 


There are no incomes accruing to 
capital. Capital, once installed, is 
maintained without generating in- 
comes 


Capital is owned by the community 


There is no substitution between 
capital and worker as long as it lends 
to displacement of workers. The func- 
tion of capital is to enhance produc- 
tivity without replacing worker and 
diminishing the humaneness of the 
work. The capital-labour substitution, 
thus, is zero 


Risks are taken by the community as a 
whole 
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10. Investments are made by the capi- 
talists out of income from capital 
and for future profits 


11. Investments from profits are re- 
siduals after other costs are paid 


12. There are various prices: short- 
runs, long-runs, etc. These differ 
from each other 

13. Short-term prices are determined 
by demand 

14. Long-term prices are determined 
by average costs where costs are 
defined by the capitalists 


15. Distribution is unequal 


16. Production and distribution are 
channelled by economic incen- 
tives 


Investment is made by the community 
as a joint decision to improve the qual- 
ity of life in the community 


Investment decisions are made from 
total output and the remunerations to 
workers and trustees are from the re- 
siduals 

There is only one price implicit in the 
long-run 


Short-term allocations are determined 
by need and equality 

Long-term prices are determined by 
average costs. The costs, however, are 
defined by the community 
Distribution is the essence of the sys- 
tem 

Economic incentives are opposed di- 
ametrically by trusteeship 


NOTES 


"See Meadows, et al. [1972]. 


For a discussion of technological fixes see Amory B. Lovins [1977]. 


>Barry Commoner [1971] develops and provides ample evidence of this thesis. 
*This line of thought is developed by Robert L. Heilbroner [1976]. 


°There is now ample evidence on the failures of conventional development strategy 
in spite of and particularly because of its success in the limited areas. See Romesh K. 
Diwan [1977a]. 


©See ILO [1977]. 


7Part of the reason Gandhi has been called an idealist, a saint, and a utopian—and 
hence irrelevant— follows from his message about the existence of this state. 


8In Gandhi, Truth is God, God is Truth. 


°The distinction between “transitional” and ‘“‘ideal”’ state has been confused in 
Marxism. That is why it is now felt that the Soviet experience has gone sour because 
what seemed a transition to communism has turned out to be a roundabout to capital- 
ism. Recently Charles Bettelheim in his ‘““Great Leap Backward” has persuasively 
argued that the party line after Mao is non-revolutionary and positively bourgeois. 
He points out the mistake the Marxians have been making by not distinguishing be- 
tween “‘socialism”’ and “‘transition to socialism’’. 
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"Sethi [1978] also suggests six concepts; namely truth, satyagraha, nonviolence, 
equality, swadeshi, and bread labour. Our concepts are different in so far as we in- 
terpret truth to be the overriding principle. Satyagraha follows from truth, since it is 
one of the methods to fight for and establish truth during the transitional stage. We 
interpret nonviolence also as a guiding principle and have derived from it the con- 
cept of non-exploitation. Nonviolence is a much larger concept. We feel the eco- 
nomic content is contained in non-exploitation. The remaining three are the same as in 
our scheme. However, we have added two additional concepts—non-possession 
and trusteeship—-since these define, in an essential way, the principle on which eco- 
nomic institutions are to be developed. 


"Sethi [1978] makes persuasive argument that Gandhi’s Hind Swaraj needs to be 
reinterpreted and its literal meanings are inconsistent with Gandhian thought and 
practice. 


Gandhi has been misunderstood or misinterpreted by Marxists as a defender of 
private property and as being soft on capitalisra. Clearly the concept of aparigraha is 
the strongest denunciation of capitalistic forms. 


'5One of the authors has attempted to define it as a negative relationship between 
privilege and the decision-making power. 


'*Romesh K. Diwan distinguishes between ‘‘stranger-defined”’ and “‘self-defined”’ 
work. Production and employment in the national income accounts follow from 
“‘stranger-defined”’ work. The relevant concept in Gandhian economics is “‘self- 
defined”’. See Romesh K. Diwan [1977b]. 


CHAPTER FOUR 


Welfare Criteria in Gandhian Economics* 


A. M. Huq 


INTRODUCTION 


THE purpose of this paper is to formulate a set of welfare criteria 
implicit in Gandhian economics. To the extent possible, these 
criteria will be examined in parallel with the familiar set of welfare 
criteria as defined in modern welfare economics. However, no 
attempt is made to recast one set into the mould of the other set. 
Such an attempt is likely to be counterproductive because of the 
fundamental differences between Gandhian economics and modern: 
economics of all persuasions. There are differences in scope, struc- 
ture, and philosophy. It may be a great deal more meaningful to de- 
monstrate the contrast between the two systems, each within its 
own frame of reference. This does not necessarily imply that the 
two systems are totally mutually exclusive. 

Mahatma Gandhi was one of those rarely gifted individuals in 
whom the economist, the political scientist, the sociologist and the 
philosopher were all rolled into one. The product of his genius was 
a vast system of thought, composed of many sub-systems. This 
makes it difficult to look at any of the sub-systems, economics, for 
instance, in isolation. The entire system was based on two funda- 
mental, interrelated principles: Nonviolence and Truth. One can- 
not understand any of the structural components of this Gandhian 
system, economics in particular, without understanding the philo- 
sophical foundations of the superstructure. To use an analogy, the 
total system of Gandhian thought was like a vast reservoir from 


*This paper was originally presented at a session organized by the Association of 
Indian Economic Studies at the Allied Social Science Association Meetings, Atlanta, 
Georgia, 28 December 1979, and subsequently published in Gandhi Marg, Vol. 3, 
No. 10, January 1982. 
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which many streams flowed out, each with individual characteris- 
tics, conditioned by the peculiarities of the terrain but all preserving 
a consistency with the essential qualities of the resources at the 
source. His economics, especially his welfare economics, clearly re- 
flects this consistency. 


GANDHIAN ECONOMICS 


Mahatma Gandhi formulated his economic ideas and principles in 
the context of his grand design of an ideal social order: a nonvio- 
lent, non-exploitative, humanistic, and egalitarian society. This 
social order embodied the fundamental philosophy of his life. He 
approached all facets of this social order—its economics, its politics 
and its sociology—from the philosophical premises—Truth and 
Nonviolence—that governed his entire life. It was, therefore, im- 
possible for him to produce an economics that would be “ethically 
neutral’. In his own words: ‘‘Economics is untrue which disre- 
gards moral values. This extension of the law of nonviolence in the 
domain of economics means nothing less than the introduction of 
moral values .. .”’ With the disappearance of ethical neutrality in 
Gandhian economics, we also witness the demise of the “‘economic 
man’. This, at once, sets him apart from the mainstream of mod- 
ern economics. 

Although Gandhi was not an economist in the ordinary sense of 
the term, it is not difficult to credit him as being an economic 
model-builder. In his own way, he constructed a model which he 
claimed to be practical and operational in a given environment. He 
sketched out, in considerable detail, its basic goal(s), its structure, 
its components, its modus operandi, its data and its variables. Viewed 
as an economic system, it has its own management scheme and its 
own techno-structure. In a certain way, it is not a static but a dyna- 
mic model, embodying a Gandhian theory of growth. He wrote: 
“The end to be sought is human happiness combined with full 
mental and moral growth. I use the adjective moral as synonymous 
with spiritual.”? He did not overlook the purely material goals of 
an economic system. Any viable economic system, he insisted, 
must have the production capability to meet social demand for the 
basic necessities of life—food, clothing, shelter, and other essential 
prerequisites for survival. But he de-emphasized the pursuit of eco- 
nomic abundance for its own sake and at all costs. He was fully 
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aware of the possible demoralizing effects of such abundance, dic- 
tated by the multiplicity of seemingly insatiable human wants in an 
acquisitive society. He was unconvinced that economic abundance, 
measured by the physical volume of goods and services, is either a 
necessary or a sufficient condition for maximum individual or so- 
cial welfare. On the contrary, an incessant drive for economic 
abundance, through accumulation, competition, and technological 
innovation, he felt, would promote economic aggression, exploita- 
tion, and violence in society.* The production goal of a Gandhian 
economic system can be stated as the maximization of socially 
necessary goods and services, and the minimization of luxuries and 
superfluous goods, constrained not only by the availability of 
scarce resources but also by an overriding moral purpose. The pro- 
duction and consumption of luxuries to stimulate effective demand 
was repugnant to Gandhian economic philosophy.* He was 
opposed to such “‘conspicuous consumption” on moral as well as 
economic grounds. 

In defining the goals of his ideal economic system, Gandhi raised 
an important issue; the possibility of a conflict between a goal to 
maximize output and a goal to maximize employment. This issue is 
usually glossed over in modern macroeconomics. It is implicitly 
assumed that output and employment move in the same direction. 
This is why in a typical macroeconomic model such as the Keyne- 
sian model, these two are treated as interchangeable, dependent 
variables. It should be noted that movements of output and employ- 
ment in the same direction do not rule out differential rates of 
change in these categories. Any variance between rates of change in 
output and employment has obvious social priorities. In the context 
of the Indian economy with its substantial amount of disguised and 
open unemployment, this issue is by no means trivial. 

Given Gandhi’s social and moral philosophy and the peculiarities 
of the socio-economic environment in India, his economic model 
would lean towards employment rather than output in defining an 
objective function to be maximized. One of his deepest concerns was 
the massive poverty, especially rural poverty in India. At the same 
time, he had a better perception of the nature of massive rural unem- 
ployment in India,than he is given credit for. That type of unem- 
ployment is structural, seasonal, and technological, rather than cy- 
clical. Deficiency of aggregate demand has very little to do with that 
type of unemployment. In large-scale diffusion of supplementary 
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employment through appropriate low-capital-intensive technology 
and corresponding restructuring of the economy along the lines of 
decentralization and small-scale industrialization, he saw the only 
real, feasible, and meaningful approach to the seemingly insoluble 
problem of Indian poverty. 

Apart from economic feasibility, Gandhi’s rationale rested on a 
moral and metaphysical notion of human labour. To him, labour is 
not just a commodity for sale in the market in exchange for wages to 
compensate for the disutility of labour. He was reluctant to measure 
the opportunity cost of work in terms of sacrifice of leisure. In his 
system, labour had a dignity and a moral substance which was not 
for sale. This notion he derived largely from the Bhagavadgita. He 
was especially influenced by the following passage: 


Work is more excellent than leisure; 

The body’s life proceeds not, lacking work 

.. eee If one eats 

The fruits of toil, that thief steals from his world, 
He that abstains 

To help the rolling wheels of this great world, 
Glutting his idle sense, 


Lives a lost life, shameful and vain.° 


This moral and metaphysical notion of work greatly influenced 
Gandhi’s economic thinking, the construction of his economic mod- 
el, and the specification of its techno-structure. The primary be- 
havioural organizational unit in his model is the individual man or 
household, and the primary organizational unit is the village. It is 
essentially a decentralized system where the fundamental economic 
decisions are to be made by the micro-units of the total system—the 
village communities. Although the individual, village and the com- 
munity of villages suggest a hierarchy, at the highest level of abstrac- 
tion, the Gandhian model is, in essence, non-hierarchical. “‘In this 
structure,” he wrote in a famous passage, “composed of innumer- 
able villages, there will be ever-widening, never-ascending circles. 
Life will not be a pyramid with the apex sustained by the bottom. 
But it will be an oceanic circle whose center will be the individual, 
always ready to perish for the village, the latter ready to perish for 
the circle of villages, till at last the whole becomes one life composed 
of individuals, never aggressive in their arrogance, but ever humble, 
sharing the majesty of the oceanic circle of which they are integral 
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units. Therefore, the outermost circumference will not yield power 
to crush the inner circle but will give strength to all within and will 
derive its own strength from it.’’® 

It is apparent that although Gandhi was an individualist, his indi- 
vidualism has to be sharply differentiated from the individualism of 
the economic man, associated with classical and neo-classical poli- 
tical economy. Nor is the Gandhian model a throw-back to medieval 
feudalism. The feudalistic economic society was essentially pyra- 
_midal in design and exploitative in character, hardly compatible 
with the Gandhian principles of nonviolence and decentralization. 

One is tempted to characterize the Gandhian model as a closed 
system because of his emphasis on self-sufficiency. A self-sufficient 
economy will rule out any kind of international economic activity 
associated with foreign trade and investment. A student of interna- 
tional economics, armed with the theory of comparative advantage, 
the logic of mutually gainful trade, and the welfare criteria implicit 
in international division of labour, will reject self-sufficiency in 
favour of mutual dependency among nations. Gandhi was a prag- 
matist as well as an idealist. As a pragmatist, his astute mind saw 
behind the mask of theoretical sophistry, the ugly face of economic 
reality. Instead of mutual and equally gainful international ex- 
change of commodities and capital, he saw a deleterious form of 
economic interdependence among unequal economic partners 
which really meant economic dependence of some nations on 
others. In such dependence, he saw an instrument of exploitation 
and possible violence—a serious threat to a nation’s true indepen- 
dence and ultimate well-being. Being a pragmatist, he knew that 
absolute self-sufficiency is an unrealistic goal. And he was willing 
to compromise, provided that international trade can be adapted to 
the needs, resources, and welfare of nonviolent, non-exploitative 
societies. ; 

The Gandhian model is often criticized on the ground that it has 
an anti-industrial and anti-advanced technology bias. To some, his 
model appears as a replica of the feudal model which is essentially a 
tradition-oriented, static, agrarian model. To serious students of 
Gandhian economics, such criticism is both unfair and superficial. 
Gandhi never expressed unqualified opposition to industrialization 
and modern technology. He was opposed to developing the Indian 
economy industrially along the same lines as those of Western in- 
dustrial economies. Such industrialization, he feared, would spell 
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disaster—moral, economic, social, and political. In fact, this is one 
of his most pungent indictments of Western civilization. Interes- 
tingly, his perception of the risks and failures of modern industrial 
societies is shared by many Western scholars. 

Gandhi, however, favoured limited, selective, and socially 
controlled industrialization: large-scale, heavy, capital-intensive in- 
dustries, centralized but strictly under public control, and decen- 
tralized, small-scale industries to diversify the village economic 
base. Such a mixed pattern of industrialization he considered to be 
responsive to the needs and welfare of a nonviolent society, dedi- 
cated to moral and material progress. 

Likewise, he was not opposed to technological innovations per 
se. He recognized that technology has its place and that, wisely 
used, it can make significant contribution to social welfare. But he 
was strongly opposed to indiscriminate use of technology which 
might lead to monopolistic exploitation and displacement of 
labour. These views can hardly be brushed aside as the prejudiced 
outpourings of an untrained economist. Many strands of thought 
from the works of Schumpeter, Joan Robinson, and Marx can be 
identified with Gandhi’s thoughts on modern technology. Again, 
all through his strictures on technology, his humanism shines 
through. ‘““The supreme consideration”, he wrote, “is man. The 
machine should not tend to make atrophied the limbs of man.””” He 
was equally disturbed over the effect of machines on human mind. 
Like Marx, he saw in modern machine technology a powerful, de- 
humanizing force that alienates man from his product, from his 
community and, most insidious of all, from himself. Yet, the 
techno-structure of the Gandhian model of the village economy 
would not rule out limited use of modern technology. He was re- 
ceptive to the positive role machines can play in reducing the bur- 
den of human drudgery and in increasing labour productivity with- 
out degrading the human mind. Of necessity, such machine tech- 
nology has to be highly selective, controlled, and subservient to 
needs higher than the simple economic need for efficiency. 
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WELFARE CRITERIA: A CONTRAST BETWEEN GANDHIAN 
ECONOMICS AND MODERN WELFARE 
ECONOMICS 


Modern welfare economics has formalized a set of welfare criteria 
in terms of certain marginal or optimality conditions. These condi- 
tions apply to the consumption sector as well as the production sec- 
tor. If all the conditions are met, theoretically, one can say, social 
welfare is maximized. Essentially, it amounts to specifying certain 
conditions under which the resources of the community are most 
efficiently utilized to satisfy given wants within the framework of a 
given distribution of income. Specifically, to maximize social wel- 
fare, it is required to achieve simultaneously a subjective optimum 
and a physical optimum: goods must be distributed among con- 
sumers in such a way that no one can improve his position except at 
the expense of someone else, and products as well as factors of pro- 
duction must be allocated in such a way that no greater output can 
be produced with the same factor input. This is an overly simplified 
statement of welfare criteria in modern welfare economics but it 
will serve the purpose of this paper.® | 

In some respects, it can be argued that Gandhian economics and 
modern welfare economics are not mutually exclusive. For in- 
stance, the optimality condition applicable to the consumption sector 
is perfectly compatible with the Gandhian principle of nonviolence. 
Distribution of goods among consumers in such a way that no one 
can better his economic position except at the expense (or exploita- 
tion) of someone else, in no way conflicts with the goals of a non- 
violent society. Beyond this, fundamental differences—conceptual 
and philosophical—arise between the two systems. 

First, the definitions of welfare are not exactly the same. Conven- 
tional welfare economics uses a purely materialistic, utilitarian and 
“ethically neutral’ definition of welfare. In Gandhian economics, 
welfare is defined essentially in moral terms, although it does not 
exclude material well-being. Maximization of moral and, to the ex- 
tent necessary, material welfare may be stated as the principal wel- 
fare criteria in Gandhian economics. Unlike modern welfare eco- 
nomics, in Gandhian economics, the welfare criterion applies to all, 
not just the majority of society. The Gandhian term “‘sarvodaya’”’ 
(welfare of all) is significant in this respect. His welfare model, 
therefore, does not require the “‘compensation principle’. 
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Second, some of the underlying assumptions in welfare eco- 
nomics, such as given wants, given distribution of income, wealth 
and prosperity, are in conflict with the Gandhian model. “Mini- 
mization of wants” rather than “given’’ wants may be construed as 
a Gandhian criterion of individual and social welfare. His mate- 
rialistic optimum is restricted to the irreducible minimum of mate- 
rial goods and services, within the context of a given society, not 
unlimited abundance. Beyond that, the acquisition of material 
goods he considered unnecessary for the real welfare of a nonvio- 
lent society. With regard to the distribution of income and wealth, 
Gandhian economics abandoned the position of “ethical neutral- 
ity’. Economic equality emerges as a dominant criterion of wel- 
fare. In the words of T.K.N. Unnithan, in Gandhian economics, 
“the social optimum lies in complete equality of all individuals. 
This would bring about the equilibrium condition of society, both 
materially and morally’”’. 

This concept of social optimality in Gandhian economics sets it 
apart from the notion of optimality in modern welfare economics. 
The latter assumes away the problem of inequality in the distribu- 
tion of income and wealth. To Gandhi, maximum social welfare 
with economic inequality is a fundamental contradiction. Eco- 
nomic equality to him meant “the levelling down of the few nich in 
whose hands is concentrated the bulk of the nation’s wealth on the 
one hand, and a levelling up of the semi-starved naked millions on 
the other’’.'° Redistribution of income and wealth, therefore, must 
be considered a major welfare criterion in Gandhian economics. To 
bring about such a redistribution without violating the principle of 
nonviolence, Gandhi formulated his controversial doctrine of trus- 
teeship. The same end could be achieved by other, more effective 
means. But he did not let the end justify the means if violence in 
any form was associated with the proposed means. “‘A violent and 
bloody revolution,” he wrote, “‘is a certainty one day unless there is 
a voluntary abdication of riches and the power that riches give and 
sharing them for the common good.”!! This is Gandhi’s refined 
criterion of redistribution for the nonviolent transformation of 
society into a welfare state. 

Implicit in the Gandhian doctrine of trusteeship is a doctrine of 
social harmony. Gandhi did not accept the theory of inevitable con- 
flict between labour and capital. If property and wealth are held as a 
trust to be used for public good, such conflicts need not arise. Gan- 
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dhi asserted: “‘A true and nonviolent combination of labour would 
act like a magnet attracting to it all needed capital, and capitalists 
would then exist only as trustees.”"'* Gandhi called this doctrine a 
form of nonviolent socialism. Curiously enough, a similar doctrine 
of social harmony was preached by Adam Smith, the great expo- 
nent of individualism. 

Third, the concept social (or general) equilibrium does not mean 
the same thing in Gandhian and modern welfare economics. The 
marginal conditions in the latter are basically a set of static equilib- 
rium conditions in the production, consumption and distribution 
sectors of the economy. Here, the emphasis is on efficiency in the 
allocation of scarce resources, on the maximization of production 
and material (economic) gains—in short, on the maximizing be- 
haviour of the economic man.!* In Gandhian economics, the notion 
of equilibrium is lifted to a much higher plane of thought. He de- 
fined social equilibrium as an optimum combination of material 
and moral progress through a progressive movement towards a 
nonviolent society founded on economic equality and freedom 
from economic deprivation as well as economic exploitation. This 
is the Gandhian version of “the magnificent dynamics’”’ of a welfare 
state. In this model, we can identify elements of welfare criteria in 
the old and the new welfare economics, and traces of welfare criteria 
in socialist economics. Yet, we find something distinctive, without 
a parallel in any known version of modern welfare theory. 

In her critique of modern welfare economics, Professor I.H. 
Rima once wrote: ““We have become increasingly aware in many 
aspects of contemporary life that welfare has more dimensions than 
those simply involved in the physical quantities of goods. The im- 
provement of human life is more and more frequently a matter of 
optimizing than it is a matter of maximizing. Maximizing is essen- 
tially an efficiency problem which is analytically possible to sepa- 
rate from the questions concerning the desirability of using re- 
sources in one alternative rather than another. Value judgements 
are not involved in solving problems of the first type; but they are 
an integral part of the solution of the optimizing problem.’’'* 

Even if we recognize the importance of the optimizing problem, 
the definition of optimum, as understood in modern welfare eco- 
nomics, leaves something to be desired. It is referred to as ‘‘Pareto 
optimality’? which essentially relates to “‘an optimum allocation of 
resources’. Many critics have pointed out the inadequacies of this 
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concept. “A Paretian optimum,” wrote one critic, “has come to 
occupy such an exaggerated position in the economists’ thinking 
that often the phrase ‘an optimum allocation of resources’ is used 
when what is implied is only a Paretian optimum—an ‘optimum’ 
which may be far removed from what is the feasible social opti- 
mum according to some morally impelling social welfare function.”’'° 

Gandhian economics, one can claim, produced just that—a set of 
welfare criteria for the attainment of a “feasible social optimum 
according to some morally impelling welfare function”’. 
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CHAPTER FIVE 


The Doctrine of Non-Possession: 


Its Challenge to an Acquisitive Society” 


A. M. Huq 


INTRODUCTION 


TuHE Doctrine of Non-Possession is one of the principal doctrines of 
Gandhian economics. There is an essential linkage between this 
doctrine and other doctrines such as those of nonviolence, non- 
exploitation, non-stealing, and trusteeship. The purpose of this 
paper is to reexamine the Gandhian formulation of the doctrine, 
trace its philosophical roots, and develop some alternative criteria 
for non-possession. Additionally, the paper will discuss to what ex- 
tent the Gandhian Doctrine of Non-Possession poses a challenge to 
modern society, characterized essentially as “an Acquisitive 
Society”! in which the principal motivation is the propensity to 
accumulate economic goods for current and future consumption. Is 
there an irreconcilable conflict between the doctrine of non- 
possession and the doctrine of accumulation? 


THE DOCTRINE OF NON-POSSESSION 


A. Gandhian Formulation 


Gandhi formulated the Doctrine of Non-Possession as one of the 
key philosophical principles underlying the well-known political 
movement known as the Satyagraha Movement. Politically, it was 
a nonviolent Civil Disobedience or Civil Resistance movement. 
Philosophically, it was a movement led by a force which is born 


*This paper was originally presented at the Annual Meetings of the Association of 
Indian Economic Studies, 1981, Washington D.C. 
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out of an intense desire to follow the path of truth. In his own 
words: “‘Satyagraha is literally holding on to truth and it means, 
therefore, truth force. Truth is soul or spirit. It is, therefore, known 
as soul force.’” 

Gandhi viewed the Satyagraha Movement, essentially, as a pro- 
cess of reformation and purification of the individual who was the 
key to his social order. Among other things, a Satyagrahi—a fol- 
lower of truth—has to pursue the principle of non-hoarding or 
non-possession. “In observing the vow of non-hoarding,”’’ wrote 
Gandhi, “‘the main thing to be borne in mind is not to store up any- 
thing which we do not require. For agriculture, we may keep bul- 
locks, if we use them, and the equipment required for them. Where 
there is a recurring famine, we shall no doubt store food grains. But 
we shall ask ourselves whether bullocks and food grains are, in fact, 
needed.””> In another context, he wrote: ‘‘This principle [non- 
possession] is really a part of non-stealing. Just as one must not de- 
ceive, SO must one not possess anything which one does not really 
need. It would be a breach of this principle to possess unnecessary 
foodstuffs, clothing or furniture. For instance, one must not keep a 
chair, if one can do without it. In observing this principle, one is led 
to a progressive simplification of one’s life.’’ 

It is clear that the Gandhian Doctrine of Non-Possession is 
offered as an indictment of one of the most powerful drives in 
modern economic society: the drive for multiplication of wants, 
fuelled by an insatiable propensity for superfluous or conspicuous 
consumption. One may justify such consumption as an essential 
prerequisite for economic growth and stability in an affluent socie- 
ty. This argument is, of course, based purely on economic 
grounds. To Gandhi, it was an economic issue as well as a moral 
issue. To him, ethics and economics were inseparable. He believed 
that possession of goods, beyond the limits of need, distinguished 
from want or demand, is a form of theft and, therefore, immoral. 
He realized that the perfect ideal of non-possession is unattainable 
because it demands total renunciation. His pragmatic mind would 
accept something short of the perfect realization of the ideal; name- 
ly a movement towards it through the process of gradual reduction 
of wants and minimization of consumption. In this regard, mini- 
mizing behaviour rather than maximizing behaviour emerges as 
one of the cardinal principles of the Gandhian version of welfare 
economics.” 
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The Doctrine of Non-Possession, if it implied only voluntary re- 
duction of wants, could be construed as a totally negative doctrine. 
But Gandhi expounded it as a positive doctrine. According to him, 
the Doctrine of Non-Possession would teach that everyone should 
limit his own possession to what is needed by him and spend the 
rest for the welfare of others. He considered this as a desirable, non- 
violent method of reducing inequality of income distribution and 
maldistribution of wealth. He was aware of other means of dealing 
with these problems but he discounted this because of his fear that 
other methods would violate either the principle of non-stealing or 
the principle of nonviolence through the coercive powers of the 
State. Gandhi would put utmost reliance on the individual and his 
moral awakening to bring about radical changes in the distribution 
of income and wealth in society. 

Gandhi’s Doctrine of Non-Possession has another important im-. 
plication for the economy of his ideal State. If this doctrine is wide- 
ly adopted, this would change the orientation of production from 
demands to needs. Unlike demands, needs do not have to be 
created—they are already there. In every society, rich and poor, 
there are massive amounts of unmet social needs. If production was 
indeed geared to the satisfaction of the economic needs of the mas- 
ses, in all likelihood, it would have a favourable effect on growth 
and employment. As one Gandhian economist puts it: ““Gandhi’s 
call for cutting down demands and his principle of non-possession 
(aparigraha) were designed both to create a quick rate of growth 
and full employment, less on the basis of individual profit incen- 
tives and more on the. basis of joint efforts and community 
advantage.’ It should, however, be pointed out that the suggested 
growth and employment effects of the Doctrine of Non-Possession 
are not likely to materialize in the absence of structural changes in 
the national economy that Gandhi advocated. The principal 
structural change that he stressed was decentralization of economic 
decision-making and reconstructing the small, village economy as 
an essentially self-sufficient and self-governing economic unit. 
Gandhian principles of economics can work only in a Gandhian 
economic system; these cannot be superimposed on any other eco- 
nomic system with radically different operating characteristics. 
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B. Philosophical Roots of the Doctrine of Non-Possession 


The essence of the Doctrine of Non-Possession is philosophical, 
not economic. As such, it is deeply rooted in the ancient Indian phil- 
osophical traditions with which Gandhi was thoroughly familiar. 
It should be pointed out that.in the same philosophical tradition, 
“artha’, meaning material possession, was regarded as one of the 
four fundamental goals of life.’ It was clearly recognized that mate- 
rial possessions were essential prerequisites in daily life for the up- 
keep of a household, raising of a family and the discharge of various 
social and religious duties and obligations. Implicit in this doctrine 
of “‘artha”’ is a concept of multi-order utility: if a person feeds him- 
self, he derives a certain order of utility; if he feeds his family he de- 
rives a higher order of utility; if he feeds the hungry outside the 
family, he derives an even higher order of utility. This is a qualita- 
tive ordering of utilities which is to be distinguished from the con- 
cept of ordinal utility which is still quantitative as used in conven- 
tional economics. 

This notion of multi-order utility eliminates any possible conflict 
between the doctrine of “‘artha” and the Doctrine of Non- 
Possession. There is no sanction against material possession as 
such. There is a sanction only against accumulation of possession 
and against attachment to possession beyond the quantities neces- 
sary for certain low-order but essential utility needs. To possess or 
not to possess—that is not the question. The real question relates to 
how much to possess, what are the limits to possession for one’s 
own use and how to make meaningful use of excess possession. 
Viewed in this manner, the Doctrine of Non-Possession emerges. as 
a highly positive doctrine. It is negative only in form, not in sub- 
stance. The doctrine is an excellent example of how Indian philoso- 
phy reconciles the economic principle of accumulation of wealth 
with the philosophical principle of non-attachment to material 
wealth. As stated in one of the principal Upanishads, “‘one should 
accept only those things necessary for himself, which are set aside 
as his quota, and one must not accept other things, knowing well to 
whom they belong.”® In the same context, beyond the enjoyment 
of wealth for one’s sake, a higher form of enjoyment is suggested: 
“Enjoy it with renunciation; do not covet any man’s wealth.”? The 


same idea is articulated more forcefully in the. Srimad-Bhagavatam: 
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‘“‘Men are entitled to regard as their own just what would suffice to 
satisfy their hunger. Whoever would appropriate more to himself is 
a thief, and should be punished as such.”’!° Many centuries later, a 
similar idea was vigorously put forth by Proudhon in his celebrated 
book What is Property?" 

Beyond doubt, Gandhi derived the philosophical principle 
underlying his Doctrine of Non-Possession from the inexhaustible 
sources of Indian philosophy. “To me,” he wrote, “the Gita be- 
came an infallible guide of conduct... words like Aparigraha 
(non-possession) and Samabhava (equability) gripped me. I under- 
stood more clearly in the light of the Gita teaching the implication 
of the word ‘trustee.’ . . . I understood the Gita teaching of non- 
possession to mean that those who desired salvation should act like 
the trustee who, having control over great possessions, regards not 
an iota of them as his own.’’!? 


THE ACQUISITIVE SOCIETY 


The Gandhian Doctrine of Non-Possession will invariably raise a 
question: can it work in a modern society? Or does it pose a chal- 
lenge to modern societies or a response? 

For the purpose of discussion, R.H. Tawney’s model of modern 
society—The Acquisitive Society—can serve as a frame of refer- 
ence. In his words: ‘“‘Modern societies aim at protecting economic 
rights, while leaving economic functions, except in moments of 
abnormal emergency, to fulfil themselves. The motive which gives 
colour and quality to their public institutions, to their policy and 
political thought, is not the attempt to secure the fulfilment of tasks 
undertaken for the public service, but to increase the opportunities 
open to individuals of attaining the objective which they conceive 
to be advantageous to themselves. . . . Such societies may be called 
Acquisitive Societies, because their whole tendency and interest 
and preoccupation is to promote the acquisition of wealth.’’!* 

The motive force behind the “acquisitive society” is the propen- 
sity to accumulate wealth composed of goods for current consump- 
tion and goods for future consumption. On the positive side, this 
society has set impressive records in the expansion of productive 
capacity, advances in technology, exploitation of resources, afflu- 
ence and abundance of goods and services. On the negative side, 
the same society has also generated severe strains and stresses on life 
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and powerful tendencies towards the degradation of the total 
environment—social, economic, ecological, political, and last but 
not least, moral. ““And these consequences are not, as is often sug- 
gested, accidental maladjustments, but flow naturally from its 
dominant principle.”’'* 

That dominant principle is that “it assures men that there are no 
ends other than their ends, no law other than their desires, no limit 
other than that which they think advisable. Thus it makes the indi- 
vidual the center of this universe, and dissolves moral principles 
into a choice of expediencies . . . for it relieves them of the necessi- 
ty of discriminating between enterprise and avarice, energy and un- 
scrupulous greed, property which is legitimate and property which 
is theft, the just enjoyment of the fruits of labour and idle parasit- 
ism of birth or fortune, because it treats all economic activities as 
standing upon the same level.’’'» 

Mahatma Gandhi shared this incisive insight into the inherent na- 
ture of modern, acquisitive societies bent upon accumulation of 
goods and multiplication of wants as a never-ending process. He 
had serious doubts about the ability of modern societies to survive 
on its present course. He was fearful of the high probability of the 
reconstruction of societies through an eruption of violence. As an 
alternative to this path of violence, he offered a set of doctrines for 
social reconstruction consistent with his fundamental principle of 
nonviolence. In this set, the doctrine of non-possession holds a 
pivotal spot. In this regard, this doctrine is both a challenge and a 
response to the “‘acquisitive society’’. It is a challenge because it 
proposes a radical transformation of society through the trans- 
formation of the individual. It is a response because it suggests a 
way to fill one of the most serious gaps in modern society—the 
moral gap—the widening gap between moral progress and tech- 
nological and other material measures of progress. 

The Gandhian doctrine offers a philosophical response to the task 
of social reconstruction. The Gandhian formulation must, how- 
ever, be regarded as an idea to re-orient our thinking, not as a poli- 
cy that can be readily implemented without a great deal of addition- 
al work. Such work, of necessity, must address the issues of precise 
definition of non-possession, its quantitative measurement, and in- 
stitutional arrangements for the collection and disposal of surplus 
wealth. The remaining part of this paper deals with one of these 
issues: definition of non-possession, and its quantification. 
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NOnN-POSSESSION: DEFINITION AND MEASUREMENT 


From the perspective of the Gandhian Doctrine of Non-Possession, 
at the micro level, an individual household’s total possession may 
be divided into two components: (a) socially necessary amount of 
possession; and (b) surplus possession. The doctrine can apply only 
in those cases where the surplus is greater than zero. For the pur- 
pose of measurement, possession may be defined as the sum of con- 
sumption goods and capital goods, in real terms. In monetary 
terms, it represents a sum of income and wealth. 

To be operationally meaningful, the concept “socially necessary 
amount of possession” needs to be adopted and defined with some 
degree of precision, taking into consideration a number of relevant 
factors. These may include the following: (a) the element of time; 
(b) the rate of depreciation (or appreciation) of assets; (c) the rate of 
inflation; (d) allowable growth rate to compensate for depreciation 
of assets and to accumulate additional assets for precautionary 
reasons; (e) family size; (f) occupation; (g) age distribution of family 
members; (h) location of households, and so on. The essential idea 
here is to make the somewhat abstract notion of need reasonably 
concrete by allowing for variability among households. The task is 
difficult but it has got to be addressed if one wishes to move from 
doctrines to policies. 

The following graphical model illustrates how some of these fac- 
tors may affect the calculation of excess possession as the difference 
between actual possession and socially necessary possession. It is 
important to note that the amount of socially necessary possession 
must be sensitive to a set of socio-economic variables as well as to 
time. 

At To, let us suppose “‘socially necessary position” is represented by 
OP and actual possession by OP’ so that a gap exists (P P’) between 
what an individual needs and what he possesses. Other variables are as 
follows: 


P P, = actual time path of the growth of possession 

P P, = steady possession path at constant prices with no growth 

P Pz = steady possession path at allowable growth rate with 
constant prices 

P P3 = steady possession path with projected inflation rate and 
allowable growth rate 


Between To and T,, the question of measuring excess possession 
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Anount of 
Possession 


Figure 1: A Graphical Micro Model of Non-Possession 


does not arise. On the contrary, the individual, in addition to his 
own extra efforts, may be subsidized from the societal pool of sur- 
plus wealth to reach the level B,, provided that prices remain con- 
stant, assets do not depreciate and no allowance is made for 
growth. Under more realistic assumptions allowing for inflation, 
asset depreciation and some socially desirable rate of growth, actual 
level of possession must reach B3 before breaking even at T3. As 
shown in the graph, the triangle B3P4P3 represents excess posses- 
sion. In other words, the doctrine of non-possession can be justifi- 
ably implemented at T3 and beyond, but not before. The triangles 
B,P.4P,; and B2P,P>2 misrepresent volume of excess possession and 
are not operationally meaningful in the face of economic realities. 
From the origin at B3, for B3P3 and B3P, two internal rates of re- 
turn could be calculated; the difference between the two rates could 
be used to estimate the rate of non-possession or the rate of growth 
of excess possession which means the same thing. 

In defining and quantifying the amount of excess possession, the 
above methodology attempts only at refinement of the Gandhian 
concept without making any substantive change. Given such mar- 
ginal refinements, the Doctrine of Non-Possession can be adapted 
to the requirements of an expanding economy which will continue 
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to retain some of the essential features of an Acquisitive Society 
such as capital accumulation and growth in productive capacity. 
The emphasis, however, will shift from acquisition for private 
gains to acquisition for societal gain. Obviously, such a trans- 
formation of society cannot come about as long as society con- 
tinues to behave like a collection of economic men. A Gandhian 
society needs a collection of Gandhian men. Will such a society ever 
evolve? Even Gandhi was not free from misgivings. In a letter to 
Nehru, he wrote: “I must not fear if the world today is going the 
wrong way. It may be that India too will go that way and like the 
proverbial moth, burn itself eventually in the flame, around which 
it dances more and more fiercely.’’'® But one has to remind oneself 
constantly that although the ultimate Gandhian ideal is unrealized 
and may appear unrealizable in the context of modern society, “‘its 
value lies in pointing out the direction”’.'” It is interesting to note 
that experiments were, in fact, carried out in India to demonstrate 
the feasibility of implementing the Doctrine of Non-Possession 
under the superb leadership of Vinoba Bhave. The Sarvodaya 
Movement for that purpose proved to be a highly successful socia! 
experiment. In its initial stage, the movement was confined to 
Bhoodan (land gift). Later, its scope was expanded to include Sam- 
pattidan (wealth gift) and Shramadan (labour gift). According to one 
estimate, 3.9 million acres of land were donated as a gift to the 
movement. Without compulsion, large numbers of people also 
participated in the Wealth-gift and Labour-gift movement. Admit- 
tedly, the results achieved by the movement are insignificant com- 
pared with the total requirements of a vast country like India. But 
as a demonstration project, its success can hardly be discounted. '® 
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CHAPTER SIX 


The Economics of Love: Or 
An Attempt at Gandhian Economics* 


Romesh Diwan 


For the past decade, the global economy has been in perpetual 
crisis.! The international monetary system is under stress.” There 
has been a large increase in the price of the primary source of en- 
ergy, namely petroleum.’ The dialogue between the North and the 
South is more and more full of conflict.* The developed economies 
are suffering from problems of stagflation and persistently high 
levels of unemployment.? The developing countries, on the other 
hand, are witnessing increases in the proportion of people who are 
poor, hungry, and malnourished.® The future is not optimistic. In 
the words of the Global 2000 Report to the US President: “If present 
trends continue, the world in 2000 will be more crowded, more 
polluted, less stable ecologically, and more vulnerable to disruption 
than the world we live in now. Serious stresses involving popula- | 
tion, resources, and environment are clearly visible ahead. Despite 
greater material output, the world’s people will be poorer in many 
ways than they are today.’’” 

There is now a growing skepticism, in both developed and de- 
veloping countries, about the benefits of economic growth and an 
emphasis on material consumption. The “‘bads’’, negative externa- 
lities produced by the industrial system such as pollution and harm- 
ful effects of chemical additives on health, have become increasing- 


*This paper was originally presented at the Annual Meetings of the Association for 
Evolutionary Economics, in a joint session with the Association of Indian Econo- 
mics Studies organized at the Allied Social Sciences Associations Meetings in 
Washington, D.C., December 28-30, 1981. It was the only paper in the session with 
three official discussants. It was subsequently published in Journal of Economic Issues, 
Vol. XVI, No. 2, June 1982. Thanks for comments from discussants and from the 
floor. 
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ly important, persistent, and visible. Love Canal is no more the 
only example.® There is a new recognition that the world’s re- 
sources are limited and hard technologies may be part of the 
problem.’ Furthermore, increased affluence, particularly in terms 
of material consumption, has not led to social harmony or 
happiness. '° On the contrary, this type of affluence has produced a 
feeling of emptiness in many people." 

The crisis in the global economy has paralleled a crisis in conven- 
tional ideas and ideologies. Economists now believe that the eco- 
nomic theory is in crisis. '* This crisis has been brought to the surface 
by the inability of the theory to explain current economic phe- 
nomena such as stagflation, productivity, etcetera.'* The question- 
ing is about the very fundamental concepts: rationality, maximiz- 
ing and minimizing or optimizing, equilibrium.'* Without these 
concepts, the whole logical edifice of neo-classical economics falls 
down. Furthermore, there is skepticism, if not a downright dis- 
belief, concerning incorporation of microeconomic variables into 
macroeconomics. In other words, not only are macroeconomic 
concepts, such as GNP and inflation, statistical fictions, the process 
_of aggregation itself is based on heroic assumptions—assumptions 
which do not seem any more relevant. 

A very large part of the neo-classical economic theory looks and 
sounds mathematical, and therefore logical. Yet, when one un- 
ravels the logic and mathematical symbolism, it is no greater than 
an assemblage of loosely held ideas. Its greatest advantage is not in 
the strength of its assumptions or logic but instead in its famil- 
jarity, its cumulative history, its symbolism, and its general accep- 
tance. 

The crises in global economy and in economic theory have pre- 
cipitated a number of fresh ideas.'” This paper is based on a prop- 
osition that the thought and practice of Gandhi also provide a 
fruitful area for research and fresh thinking. It is our belief that 
Gandhian ideas present a complete, even if not fully articulated, 
basis for economic theory.'® Before we develop some principles in 
Gandhian Economics, two points need to be made. One, Gandhian 
Economics and thought, in spite of its emphasis on the local level, relates to 
the global economy.'’ Indeed, the Gandhian ideas imply global con- 
cerns. In other words, global issues are necessary for the solution to 
local problems. This follows from the following Gandhian prop- 
ositions: (1) there is an elite-mass contradiction in every society 
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and (2) the national elites exploit national masses and international 
elites exploit masses all over the world.'® So long as this contradic- 
tion exists anywhere in the world, it can easily disrupt and destroy 
a society operating on Gandhian ideas elsewhere. Two, the ideas pre- 
sented in this paper relate to an idealized society, a construct similar to 
“equilibrium” in neo-classical economics. In view of the general lack of 
familiarity with these ideas, one might believe the construct of an 
idealized society to be more unrealistic than that of equilibrium. In 
fact it is not so. 

Romesh Diwan and Sushila Gidwani [1979] have suggested that 
“there are six basic concepts that are essential in Gandhian eco- 
nomics. These are all related to each other. There is no hierarchy 
among them. In other words, these are equally important. The 
order in which these are presented is irrelevant. We feel that these 
six come in pairs of two: (i) Swadeshi, (11) bread labour, (iii) apari- 
graha or non-possession, (iv) trusteeship, (v) non-exploitation, 
and (vi) equality’.'? In the section that follows we formulate 
demand functions from the concept of non-possession. The third 
section deals with issues of cost via the Swadeshi concept. In the 
fourth section it is argued that the concepts of equality and nonvio- 
lence define a set of prices. Implications of trusteeship are derived in 
the fifth section. The last section discusses some of the policy 
issues. 


NON—POSSESSION AND GANDHIAN DEMAND FUNCTION 


The Neo—Classical Demand Function 


The standard neo-classical, textbook economics defines the 
demand curve in terms of the Slutsky equation.2? The demand 
function is obtained on the basis of a large number of fundamental 
assumptions. Some of these assumptions are as follows: 

Utility depends only upon the consumption of material goods. It implies 
that the ruling ideology is materialism. In real life very few people 
accept that they are materialistic. 

There is no limit to the consumption of these goods in the aggregate. In 
other words, the utility space, for all practical purposes, is unli- 
mited. 
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The constraint and the solution space is defined by money income. In 
other words, the consumer/human being will keep on consuming 
up to the limit of his or her income. 

For maximization purposes utility function must have properties of con- 
vexity. This involves “‘rational’”’ preference ordering. Many people 
feel that this is unrealistic. 

The person believes in maximizing utility. The motivating force 
here is selfishness and greed. The maximization principle is even 
elevated to “rationalism”. The implication is that the person is 
rational and that the ruling ideology is rationalism. There is a 
growing skepticism about maximization as a motivating be- 
haviour. 

The prices are given. It is assumed and implied that a system of ex- 
change of commodities for money exists. In other words, there is a mar- 
ket for commodities. There is no sharing of consumption. 

The set of assumptions outlined above suggest that wants are 
unlimited and that the desired state of a human being is that of an 
individual able to live a life of progressively increasing wants with 
the least amount of effort. Considering that production of com- 
modities involves resources, particularly non-renewable resources, 
the ideal state means either that there is no limit to the availability 
of resources, or that only a few can reach this desired state, while 
others are denied the opportunity to satisfy even basic needs and 
live a life of deprivation. The world today testifies to both these 
conditions: (1) the resources are limited, and not only are they 
limited, these limits are on the horizon, and (2) only a few can 
obtain and consume a large number of commodities. The majority 
of the people in the world are too poor to satisfy even their basic 
need for food, much less other necessities. These assumptions thus 
imply not only materialism but also broad inequalities and suffer- 
ing for the majority of the population. 


Non-Possession 


People concerned about the deprivations and poverty of a large part 
of humanity question such values of materialism, rationalism, and 
selfishness. Gandhi argued for a different set of values. To quote: 
“The Moral Law also requires that the strong men of a community 
or nation should regard it as their paramount duty to protect the 
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weak and the oppressed. If all men realized the obligation of ser- 
vice, they would regard it as a sin to amass wealth; and then, there 
would be no inequalities of wealth, and consequently, no famine or 
starvation.”’*' This school of thought contrasts with neo-classical 
ideas. It implies a different sort of organized society. In Gandhi's 
own words again: “In well-ordered society the securing of one’s 
livelihood should be, and is, found to be the easiest thing in the 
world. Indeed, the test of orderliness in a country is not the number 
of millionaires it owns, but the absence of starvation among its 
masses.”’** This alternative world and social order implies far dif- 
ferent, even contrary, assumptions from those of neo-classical. 

At the individual level, the Gandhian school of thought pro- 
motes the concept of “non-possession”. Non-possession means 
“possession by all’’. “I can only possess certain things when I know 
that others, who also want to possess similar things, are able to do 
so. But we know—everyone of us can speak from experience—that 
such a thing that can be possessed by all is non-possession, not to have any- 
thing whatsoever. In other words, a willing surrender.” In other 
words, non-possession means voluntary poverty. Voluntary 
poverty can be helped by institutional arrangements. In a world run 
on values of materialism and property ownership, individual levels 
of consumption can be increased immensely by increasing income 
inequalities. If inequalities.are minimized, what seems voluntary 
poverty today will become normal consumption. 

The concept of non-possession is based on a different morality, 
on the idea that all human beings are equal and that one person is 
not to be exploited by another. It also leads to an interesting conept 
of stealing or theft. In the words of Gandhi: “It is theft to take 
something from another person even with his permission, if we 
have no real need of it. We should not receive any single thing that 
we do not need. Theft of this description generally has food for its 
object. It is theft for me to take any fruit that I do not need, or to 
take in a larger quantity than is necessary.”’** 


Gandhian Welfare Function 


The concept of “‘non-possession”’ implies a very different utility 
function and a different criterion for seeking an equilibrium value. 
The basic assumptions are as follows: (i) Welfare depends not only 
on consumption and the economist’s utility concept but also on 
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service to others and the welfare of others; (ii) utility space is 
limited; (iui) the objective is not maximization of utility but obtaining 
a certain level of welfare—the underlying philosophy is content- 
ment or “enough instead of “‘greed”’; (iv) the prices are determined 
by an income distribution where inequalities are at a minimum or 
zero; and (v) there is no need for the existence of a market. How- 
ever, such consumer behaviour is not incompatible with a limited 
market. 

A person k desires to achieve a certain level of W,. The person 
can obtain this level either by consumption or by service or by a 
combination of both. However, it is possible that the person may 
not be able to get W, by consumption alone in view of a limit on 
consumption of goods, and in view of the fact that every other 
person must be able to obtain the same level of goods for consump- 
tion. On the other hand, a person can always achieve W,; by 
service.”> 

Two major questions arise at this stage. One, can the function be 
separated into two functions, one each of |x;| and |W;|? Two, what is 
the relationship between service and marginal utility? 


Non-Possession and Demand 


In a humanistic social order, the demand function formulated in 
terms of the Slutsky equation will not be feasible. It follows from a 
number of reasons. One, as the level of consumption of goods is 
limited x; = X;, an increase‘in income will have little effect on con- 
sumption of goods. Thus, the income effect'is no longer operative. 
This will come about from the fact that everyone will be able 
to consume one’s maximum level x; either by one’s own resources 
or through the service influence of others. Two, the price and de- 
mand relationship will exist only within certain limits. As shown in 
the graph, the shape of the demand curve will be defined accor- 
dingly by these limits: (1) There is a maximum of xX; no matter 
how low the price. (2) There is a minimum level of x; below which 
its consumption will not fall no matter how high the price. Within 
these two ranges, there may be a relationship between price and de- 
mand. In this narrow region the relationship may be negative, as in a 
standard neo-classical demand curve. Thus the demand function is 
given by ABCD. As economic growth takes place, it shifts to 
A’'B’C’D. Such a shift implies (1) satisfaction of all needs at lower 
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PRICE 


CONSUMPTION X 


FicurE 1: Gandhian Demand Function 


prices: 1.e., C’ < C; (2) increase in the level of minimum con- 
sumption. That is, B’ > B; and (3) general lowering of the price 
level, A’ < A. 


Swadeshi—Quotes from Gandhi 


In India in the 1930s and early 1940s as the national independence 
movement gained momentum, the idea of Swadeshi also gained 
currency. However, in the process of its popularization, this con- 
cept acquired quite a few different meanings. There is a need to 
clarify the concept of Swadeshi. The best starting point is the 
Mahatma himself. In his words: 


My definition of Swadeshi is well known. I must not serve my distant 


neighbour at the expense of the nearest. . . . Swadeshi is that spirit in us 
which restricts us to the use and service of our immediate surroundings 
to the exclusion of the more remote. . . . I should use only things that 


are produced by my immediate neighbours and serve those industries by 
making them efficient and complete where they might be found want- 
ing. . . . If we follow the Swadeshi doctrine, it would be your duty and 
mine to find our neighbours who can supply our wants, and teach them 
to supply them where they do not know how to proceed, assuming that 
there are neighbours who are in want of healthy occupation. Then every 
village of India will almost be a self-supporting and self-contained unit, 
exchanging only such necessary commodities with other villages which 
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are not locally producible. ... A votary of Swadeshi will carefully 
study his environment, and try to help his neighbours wherever possible 
by giving preference to local manufactures, even if they are of an inferior 
grade or dearer in price than things manufactured elsewhere. . . . But 
even Swadeshi, like any other good thing, can be ridden to death if it is 
made a fetish. To reject foreign manufactures merely because they are 
foreign, and to go on wasting time and money in the promotion in one’s 
country of manufactures for which it is not suited, would be criminal 
folly and a negation of the Swadeshi spirit. A true votary of Swadeshi 
will never harbour ill-will towards the foreigner.*° [Emphasis added. ] 


Swadeshi Propositions 


The essence of the Swadeshi concept lies in the following 
propositions:*’ (1) An individual, as a consumer, will reduce his 
or her wants. In reducing one’s wants, the utility function will de- 
pend upon the commodities that are, or can be, produced locally by 
the neighbours. In other words, the vector x of commodities will 
contain large elements of goods that are produced locally. One’s 
utility function will not be made up entirely of imported commo- 
dities. In urban areas, particularly in the developing countries, the 
utility functions of the affluent members of the society are made up 
entirely of imported commodities. Such a utility is unswadeshi 
since it denies the local producers the necessary means to produce 
commodities and thereby earn a livelihood for themselves. (2) Not 
only will the consumer redesign his or her utility function so that it 
is made up of commodities produced, or producible, in the neigh- 
bourhood, but also the consumer will make an effort to obtain 
these commodities from the neighbourhood itself. In other words, 
the consumer will prefer the commodities produced by an immedi- 
ate neighbour to the commodities produced by a distant neighbour 
except when either the immediate neighbour does not produce 
those goods or refuses to improve the efficiency of production. Only in 
these cases will the consumer obtain these goods from a distant 
neighbour. (3) The consumer will cooperate with the producer 
neighbour in the process of improving the efficiency of production. This 
translates into the idea that the utility function contains not only the 
commodities produced in the neighbourhood but also a variable re- 
flecting cooperation with the producer. In this sense consumer and ° 
producer do not generate antagonistic relationships, such as in the 
dictum that the consumer is sovereign and the producer the willing 
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slave. On the contrary, the consumer and producer are jointly in- 
volved in a cooperative effort. (4) Translated into economic lan- 
guage, Swadeshi involves a downward shift in the cost curve for a 
commodity produced in the neighbourhood or locality. The effect 
of this shift is obvious. It ensures that production of needed goods 
producible in the neighbourhood is profitable and hence feasible. 


Downward Shift in the Cost Function 


The cost function is explained in Figure 2. C° is the standard cost 
function except that it ends and becomes steep at x;, the maximum 
output needed by the economy in view of the concept of 
“enough”. As the institutional framework brings forth the 
Swadeshi policies and Swadeshi becomes operative, the cost func- 
tion shifts to C!, so that the same level of commodities can be 
produced at lower costs per unit. } 

There are a number of reasons why the cost function will shift 
downward: (1) In view of the fact that the consumer—a 
neighbour—helps the producer—another neighbour—there are no 
costs of marketing, such as advertisements, selling, packages or 
provisions of information. (2) Since the production takes place in 
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= 
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Figure 2: Standard and Gandhian Costs 
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the community at a local level and the consumer neighbours are 
helping the producer to become “efficient”, there is a possibility of 
skill specialization and thereby reduction in production costs. 
(3) The production process employs local materials. This mini- 
mizes, if not completely eliminates, the transport costs in both the 
input and the output market.(4) Since the materials are obtained 
from local sellers, these are at the minimum prices, particularly in 
view of the service component in the welfare functions of the con- 
sumers, sellers, and producers. (5) The labour costs are liable to be 
low. It may be argued that the “intensity of work” by the produc- 
ers will be quite high in view of their feeling of well-being as a re- 
sult of satisfying the consumer. Expressing the concern for con- 
sumers’ welfare by h, the improvement in one’s welfare as a con- 
sequence of satisfying the consumer by g, and z for work effort, the 
cost of work effort, C,, is given by: 


Cy = z/h+g¢g ech ea a 


Swadeshi’s influence is to make g + h > 1; then the cost of work 


effort falls. 


EQUALITY DEFINES PRICE VECTOR 


Any society produces a vector of goods and services. In a market 
economy, the production of goods and services is determined by 
the fact that the cost of production, or the supply price, is less than 
or equal to the demand price. The demand in its turn is defined by 
the incomes from employment or rental of the various resources or 
assets in the economy. On the other hand, these very resources are 
employed in the production, hence supply, of the vector of goods 
and services. The combination of these resources weighted by their 
rental incomes determines the costs of production and the supply 
prices. 

Just as there is a vector of goods and services, there are also two 
- vectors of demand and supply prices of these goods and services. In 
equilibrium, the demand and supply prices are equal so that these 
two vectors merge into one set of equilibrium prices.”° 

In the final analysis, the vector of equilibrium prices is deter- 
mined, uniquely, by a (particular) distribution of resources or assets 
in the economy.”? The important underlying assumption is that the 
asset distribution will trigger a change in both the two vectors of 
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supply and demand prices. This will result in a new vector of 
equilibrium prices.°° 

The existing asset distribution in most countries and in the world 
as a whole is unequal. The prevailing prices reflect this unequal 
asset distribution. In Gandhian Economics there is an emphasis on 
equal or equitable distribution of assets. ““My ideal is equal distribu- 
tion, but so far as I can see, it is not to be realized. I, therefore, 
work for equitable distribution.”*? 

What is economic equality? Here a few quotes from Gandhi him- 
self are appropriate: 


Economic equality must never be supposed to mean possession of an 
equal amount of worldly goods by everyone. It does mean, however, 
that everyone will have a proper house to live in, sufficient and balanced 
food to eat, and sufficient khadi with which to cover himself. It also 
means that the cruel inequality that obtains today will be removed by ~ 
purely non-violent means. . . . The real meaning of economic equality 
is ‘to each according to his need’. That is the definition of Marx. . . . Let 
no one try to justify the glaring difference between the classes and the 
masses, the prince and the pauper, by saying that the former need 
more... . It means the levelling down of the few rich in whose hands is 
concentrated the bulk of the nation’s wealth on the one hand, and the 
levelling up of the semi-starved naked millions on the other. .. . 
According to me, the economic constitution of India, and for that matter 
of the world, should be such that no one under it should suffer from 
want of food and clothing. In other words, every one should be able to 
get sufficient work to enable him to make the two ends meet. And, this 
ideal can be universally realized only if the means of production of 
elementary necessaries of life remain under the control of masses. . . . To bring 
this ideal into being, the entire social order has got to be recon- 
structed. ... I hold that whoever devotes eight hours daily to any 
socially useful productive work is entitled to get a living. My ideal of 
socialism is that every one should get the same wages. A lawyer, a 
physician, a teacher, a labourer, or a sweeper—all should get equal 
wages.” [Emphasis added. ] 


However one interprets it, the concept of equality involves a re- 
distribution of assets in favour of the poor and away from the rich. 
How will such a redistribution take place? Is equal distribution of 
assets at all feasible? These are no doubt important questions, but 
they do not interest us here. Our interest, in this paper, is compara- 
tively mundane and somewhat simpler. We assume that a social 
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system based on equal distribution of assets is feasible. Assuming 
that assets are distributed equally, our question is: What are the im- 
plications of such an equal distribution of assets in terms of the vec- 
tor of equilibrium prices? 

For purposes of analytical ease, let us further assume that the vec- 
tor of equilibrium prices can be partitioned between two subvec- 
tors, P; and Px, where P, and Py refer to price vectors of luxury 
goods and necessities, respectively. Granted, there are some messy 
problems in determining what are luxury goods and what are 
necessities. The borderline cases are particularly indeterminate. All 
the same, one can distinguish paamebiguously quite a number of 
luxury goods from necessities. 

Let us express by P the vector of equilibrium prices in an econo- 
my and society where income inequalities exist as they do in the 
real world today. Let us express by P’ the vector of equilibrium 
prices in an economy where the distribution of assets is equal. 


Thus: 


On the basis of our theory we can suggest the following inequali- 
ties: 

PL <P’; 

Pn > P'n 


In other words, a movement towards more equal distribution of 
assets in an economy, even in a global economy, will have the 
effect of lowering the prices of necessities and raising the prices of 
luxury goods and vice versa. 


‘TRUSTEESHIP AND DECENTRALIZATION” 


Dual Society 


Gandhian thought argues that in virtually every society there is an 
elite-mass contradiction. Generally, the elite exploit the masses. As 
a result of this contradiction, every society is divided into two sub- 
societies. One society is made up of a small part of the population. 
Its members are elites—politically powerful, economically rich 
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and, by and large, urbanized. The second, or the other society is 
made up of the bulk of the population. These are exploited, politi- 
cally powerless, economically poor, and generally rural people.* 
These two societies exist side by side.* There is a minimal interac- 
tion between the two. They are integrated in the form of a nation. 
However, it is the elite society which takes control of the instru- 
ments of decision-making. It is this control that gives it the power to 
make decisions—in the name of the nation—and thereby to further 
its own interests. It makes all sorts of decisions, economic and non- 
economic, such as to arm some and disarm others, to prosecute cer- 
tain crimes while ignoring others, to own property and access to 
employment, even livelihood, to produce certain goods and not 
others, to invest, to tax, to subsidize. Even though the elite society 
controls the instruments of power, like a parasite, it cannot exist by 
itself. It needs the other society, fundamentally. 

We have distinguished the two societies by four characteristics, 
namely elitism, economics, politics, and urbanness. Thus the two 
societies are quite different. For our analytical purposes it is suffi- 
cient to recognize that these are two different societies even though 
it may be beste to determine if a particular person belongs to one 
or the other.° 


Privilege 


The most important issue distinguishing the elite from the ex- 
ploited society is privilege.°’ The elite society is a privileged society. 
This privilege is obtained at the expense of the other society. There 
are at least three dimensions to the concept of privilege; namely (i) 
sociological; (11) psychological; and (iii) economic. We will concen- 
trate on the concept of privilege from the economic angle. How- 
ever, in passing, let us suggest the sociological and psychological 
concepts of privilege as well. Privilege in the sociological sense is 
defined in terms of non-accountability. That is, a person A making 
decisions for a group of persons B is not accountable to any mem- 
ber of B even though the decisions made by A affect people’ in 
group B. The ideal case of non-accountability is given by the 
master-servant or slave relationship. The master can mess up the 
life of the servant or slave, yet the master is not accountable for any 
of these decisions. Similarly, in the military the general can make 
decisions about the life and death of soldiers without being 
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accountable to the soldiers. It should be obvious that the privilege 
of non-accountability implies, fundamentally, a hierarchy. The 
people at the top of the hierarchy are not accountable to people at 
the bottom of the hierarchy. On the other hand, decisions made in 
a committee—independent of hierarchy—have to be accountable to 
members of the committee. *? — 

Privilege in the psychological sense is defined in terms of prestige. 
Webster’s dictionary defines prestige as “power to command 
admiration’. Prestige follows from the various “‘perks”’ associated 
with high offices that members of the elite society hold. Examples 
are easily found in large plush offices, armies of orderlies and sub- 
ordinates, and so forth. It relates particularly positively with the 
institution of hierarchy. Thus, being at the top of the hierarchy 
obtains the highest prestige. 


Economic Privilege 


Privilege in the economic sense may be defined in terms of personal 
material gains. In terms of economic language, privilege translates 
into the concept of income. Economic privilege may be analyzed 
through per capita income. It means that the per capita consump- 
tion in the elite society is strictly greater than the per capita con- 
sumption or income in the economy, which in turn and by implica- 
tion is strictly greater than the per capita consumption in the ex- 
ploited mass society. The objective of the elite is to maintain and 
improve this economic privilege. As Theorem 1 in the Appendix 
proves, the maintenance of economic privilege depends upon the 
relationship between the tendency towards elitism and the produc- 
tion structure’s bias to produce luxury goods. 

If the elite is productive of general goods, including luxury 
goods, then the elites will be able to maintain and improve their 
privilege if the tendency in the large population to generate elites is 
stronger than the bias in the production structure towards luxury 
goods production. However, if the elite society is inefficient in 
generating growth in GNP, then the bias in the production struc- 
ture towards the production of the luxury goods has to be higher. In 
the case of India there is ample evidence for the stagnation in the 
economy.” Elitism, therefore, involves further distortion of the 
production structure in favour of luxury goods. This is exactly 
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what has been happening in India.*° This theorem also gives mean- 


ing to Galbraith’s concept of “non-functional income’”’.*! 


Trusteeship and Decentralization 


The Gandhian solution involves, inter alia, the concept of “‘trus- 
teeship”’. Trusteeship is based on the idea that “what belongs to me 
is the right to an honourable livelihood, no better than enjoyed by 
millions of others. The rest of my wealth belongs to the commu- 
nity and must be used for the welfare of the community.” It is our 
suggestion that trusteeship involves a relationship between priv- 
ilege and power or the access to power. It is our assertion that trus- 
teeship involves decentralization. This assertion is based on 
Theorem 2 in the Appendix. 

The results are illustrated in Figure 3. On the Y-axis we measure 
(L/e) or economic privilege. On the X-axis is power (or access to © 
making decisions). The origin o involves (L/e) = (Q/N); that is, 
there is no privilege. The society in this situation becomes structur- 
ally so much different that this analysis is no longer applicable. Line 
A is the standard neo-classical case where privilege is positively 
associated with decision-making authority in a_ hierarchical 
decision-making structure. As we can see, this positive relationship 
is based on, and promotes, selfishness. It encourages centralization 
of power as a movement on the X-axis and is followed by gains in 
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FiGgurE 3: Economic Privilege and Power 
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the Y-axis. It also encourages opportunism and the creation of non- 
functional incomes. In view of the centralization of power, it pro- 
motes corruption and institutionalization of “influence”. Further- 
more, there is no maximum point on this curve. 

Line B, on the other hand, reflects the idea of trusteeship. Point Bz 
on the X-axis refers to what Gandhi calls ‘“‘a right to honourable 
livelihood’’. It is the point where (L/e) = (Q/N). A parallel shift in 
B comes only from the increase in the welfare of the community as 
a whole. The slope of the curve measures the cost of holding power 
in terms of standard of living. There is an obvious maximum in this 
graph so that there is no way the power can be centralized beyond a 
certain level. 


PoLicy IMPLICATIONS 


If one accepts the premises of Gandhian economics, one can deduce 
a number of policies. 

1. Gandhian demand function suggests that the socio-economic 
environment should be made conducive to the service component 
of the welfare function. Even though a large part of important ser- 
vices are provided through voluntary action, even in an economy 
like that of the United States, the ruling idea seems to relegate such 
activity to the background and define it as secondary. Emphasis is 
on the market. The policy implication is that markets need to be 
either made more perfect or be regulated in favour of service func- 
tions. Unfortunately, the historical experience suggests that busi- 
ness and producers avoid uncertainties and therefore competition. 
They have fought against the policies that make markets more per- 
fect and have generally supported the idea of imperfect markets that 
can be manipulated. Such imperfect markets, historically, have 
promoted greed and militated against altruism. 

2. The Swadeshi principle implies a number of policies. All of 
these policies favour the promotion of local producers. According- 
ly, these involve such activities as demarcating the areas of produc- 
tion between local and large producers, discouraging competition 
between these two groups. They also involve differential tax and 
subsidy policies based purely on scale of production. This is not a 
new policy. The existing policy framework has always provided 
favourable terms to the large producers as opposed to small pro- 
ducers. In many cases, the large producers have been able to with- 


102 ESSAYS IN GANDHIAN ECONOMICS 


stand the competition from small producers only because of the tax 
benefits and subsidies accorded to large producers. Gandhian eco- 
nomics implies a reversal of such policies. 

3. The proposition of equality implies policies that reduce asset/ 
income inequalities. In many countries the governments have fol- 
lowed income maintenance policies. However, these policies simp- 
ly counteract the increases in inequalities generated by the biases of 
imperfect markets. In the Gandhian economic scheme, more force- 
ful policies are needed because the object is to lead eventually to 
equal distribution of assets. One object of such policies is to raise 
the costs and prices of luxury goods and reduce the costs and prices 
of necessities. 

4. On the Y-axis in Figure 3, point B, implies a ceiling on per- 
sonal incomes or wealth. There has been a lot of talk about ceilings 
on incomes or wealth in the past. However, opponents of the pro- . 
posal have always referred to line A and justifications thereof. Line 
B states as explicitly as possible that there is no way out of ceilings 
on income and wealth. 

5. Point Bz in Figure 3 suggests another policy: limits to decision- 
making power. In the past there has been a continuous growth in 
hierarchy and thereby an increase in the power of people at the top 
of this hierarchy. Again, line A poses no limits on hierarchical 
structure—line B does. Hierarchy and bureaucracy have grown not 
only in the government but in all other walks of life, including such 
professions as business and education. Our analysis suggests a need 
to reverse this trend. | 

6. A mechanism to limit the size of hierarchy and the level of in- 
come and wealth is suggested by line B itself. The slope of curve B 
defines a price or cost of obtaining higher decision-making power. 
Curve A suggests that there is no cost involved in the acquisition of 
higher decision-making power. Curve B asserts that there is a cost. 
The policy issue relates to the defining and implementing of this 
cost. 

7. Theorem 1 suggests that one of the major sources of mainte- 
nance of privilege in a nation lies in luxury elasticity of production. 
Given the aim of the Gandhian solution to reduce privilege, an im- 
portant policy involves reductions in luxury elasticity of produc- 
tion. This has to do with the structure of production. If the produc- 
tion structure remains biased towards basic goods, luxury elasticity 
of production keeps on falling.** 
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Theorem I: Maintenance of and improvements in privilege. 


é 0 
These require that Ej, Z Een as ee = 0° 


total population; both of elite and exploited society 


Let N 


e = population in the elite society 
ex = population in the exploited society 
Q = total output; GNP 


1 = production of luxury goods; or goods available to the 
elite society only 

b = production of basic goods; or goods available to both elite 
and exploited societies. 


N =e + ex; (1) 
Q=/1+b. (2) 

Then privilege in economic sense is defined by 

ei \ 7 Qe 
Definition: ( - > ( N > ee) (3) 
al 

Et, = (2 aa luxury elasticity of production (4) 
| (~) = ON F elitist elasticity of population (5) 
dQ 


ae is the productive propensity of elitism 


Proof: Given ls x 
e N 


Taking partials 


fle. -2)? Wien 


This can be easily manipulated to write 
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Now N>e ands >2 
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Conclusion: 
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0 
Assume (ii) a < o; then’ Ey, >B.: (7) 


Theorem II: Trusteeship implies decentralization. 


Definitions: 1. Decentralization takes place if the following two 
conditions are satisfied: 


Gi)" Enaies Ly ae 
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where E,,, is the labour-cost elasticity of output; 
and t refers to time period. 


2. Trusteeship is defined by the following conditions: 
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(i) aD > o; and 
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where D is the power to make decisions. 


Proof: Let ( ; | = f(D) | (8) 
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Assume a3 > o; the effect of the use of power by the elite is 


to increase production or affluence 
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From theorem I, we know that 
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Conclusion: 


‘> = Eig 
Thus f <os Egg 1 (9) 


E,,., one will notice, is the labour cost elasticity of production. 


nq? 
E,, > | implies that labour costs are increasing. In other words, 


higher than one values of E,,, imply modes of production that use 
more labour, rather than less. We consider E,,, > 1 as a reflection of 


106 ESSAYS IN GANDHIAN ECONOMICS 


decentralized modes of production. One must add that it is a neces- 
sary condition of decentralization and not a sufficient condition. 


Thus f’ < 0 as Ex, > id ;.this we submit is the case of trustee- 


en 


ship. It involves the use of decisions to involve more labour cost 
and reduce privilege. On the other hand if E,, < E; /Een), > o% 
this is the case of so-called incentives and E,g < 1 may be inter- 
preted as a policy of centralization of modes of production. 


NOTES 


'See United Nations General Assembly Report A/s-11/5, dated August 7, 1980, 
dealing with issues of international economic order and economic cooperation. 


*The annual reports of the International Monetary Fund emphasize this point. 


>There is now a growing literature on the impact of the Organization of Petroleum 
Exporting Countries on the world economy. 


4See Willy Brandt [1980]. 
See particularly Richard Barnet [1980]. 


See the International Labour Office’s reports on World Employment and Food 
and Agricultural Organization of the United Nation’s report on the World Food 
Conference. 


7Page 1. Actually, this is the very first paragraph of the summary on major findings 
and conclusions. 


8See Michael Brown [1979]. On October 11, 1981, the television show ‘60 Mi- 
nutes” broadcast a story on how the pollution of the Niagara River is affecting 
drinking water in the area. 


°See United States Government [1980], Global 2000 Report to the President, and 
Meadows [1972]. See also Commoner [1971]. Diwan [1981c] argues that the hard 
technologies may also be responsible for the abrogation of human rights. 


!°See Robert L. Heilbroner [1974]. Lindler [1970] argues that increased levels of 
material consumption reduce the quality of culture and satisfaction through their 
effect on time. 


See Philip Slater [1970]. 
'2See Daniel Bell and Irving Kristol [1981]. 


'5See R.R. Nelson’s Survey [1981]. He not only argues that neo-classical theory 
does not explain the facts of productivity, but also that it may even be misleading. 


'4See an interesting article by Sen on “rationality of fools.” See also Harvey Leiben- 
stein’s concept of X-efficiency that questions the very existence of the idea, and lack 
of practice, of profit maximization or cost minimization. Note also that the neo- 
Keynesians describe Keynesian economics as a theory about disequilibria. 
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'SFor example, see Alvin Toffler [1981] and Rifkin and Howard [1980]. 


*©Some of the preliminary ideas comparing Gandhian and neo-classical propositions 
in economics are presented in Romesh K. Diwan and Sushila Gidwani [1979]. 


"For local solutions to global problems, see Bruce Stokes [1981]. 
*8See Amritananda Das [1979]. See also a review of this book by Diwan [1981b]. 
'SRomesh K. Diwan and Sushila Gidwani [1979], p. 250. 
?°For example, see James M. Henderson and Richard E. Quandt [1980]. 
(dx;/Sp;) = —x; (8x,/9M) + Ky (1) 
Where x, p, M and X refer to commodity consumed, price, money income, and 


the substitution term (obtained from the maximization process) respectively. The 
demand equation in (1) is derived from the maximization of the utility function: 


Uy = Uri sc ee ee, iy <O (2) 
OX; ax? 
where U, stands for the utility of person k. Subject to the constraint 
M = =pixi (3) 
21M.K. Gandhi [1966b], pp. 34-35. 
22 Ibid., p. 39. 
3 Ibid., p. 50. Emphasis added. 
4Tbid., p. 47. 


- 2On the basis of these assumptions, we suggest the following form of the utility 
function: 


Wy = Wy (Ulx;|, Wl wil) j # k (4) 
where |x;| = (x},....,.Xn) refers to commodities 
and |w;| = (W4,....,Wm) refers to services to others 


such that W;, < W, (5) 
xi S Xj ; (6) 
0 < (aU,/ax,) < Ux ) (7) 
87U,,/d7x; < 0 (8) 
aw, /aW; > 0j +k (9) 
R = 2p;’xi + cw; §#k) (10) 


where R, p,’ and c refer to resources, the real prices determined by an equitable in- 
come distribution, and costs/efforts to serve other people, respectively. 


26M.K. Gandhi [1957], pp. 67-68, 71, 78, 79. 


27Some of the implications of these propositions in terms of development and trade 
are analyzed in Romesh K. Diwan [1981a]. 


*8Nieo-classical economic theory provides a proof of thé existence of this vector of 
equilibrium prices on the basis of fixed point theorem and the assumption of 
Walras’s law: namely, the sum of price-weighted excess demands, summed over all 
markets, must be zero. In other words, if one market has positive excess demand, 
another must have excess supply. This condition implies that the general equilib- 
rium can determine not absolute, but relative prices. 
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?°This also applies to the world economy. The international prices are thus deter- 
mined by the asset distribution in the globe. 


The attempts both in the North-South dialogue and OPEC have been to change 
the vector of international prices. The North is interested in maintaining the existing 
vector of prices while the South and OPEC are interested in changing it. The South 
is attempting; OPEC has already been successful. 


31M.K. Gandhi [1966b], p. 273. 
32 Ibid., pp. 272, 273, 276, 278, 279, 283. 
33This section draws heavily on Romesh K. Diwan [1980a]. 


*4For a discussion of the difference between this concept of “dual society” and eco- 
nomic dualism, see Romesh K. Diwan [1980a]. 


35Romesh K. Diwan and Dennis Livingston [1979] discuss the dynamics of the dual 
societies. 


Such distinction is difficult even in the case of such clearly defined societies as col- 
onizer and colonized. See Albert Memi [1968]. 


3’The colonizer and colonized societies are also separated by privilege. As a matter 
of fact, privilege is the most important motive force of colonialism. Albert Memi 
[1968] considers privilege a motive force even for racism. 


38Some of these issues are discussed in Romesh K. Diwan and Dennis Livingston 
[1979]. 


39See P.R. Brahmananda [1978]. 

“See Romesh K. Diwan [1978]. 

417.K. Galbraith [1971], chapters on Poverty and Development. 

42M.K. Gandhi [1957], p.: 157 under the heading “‘Theory of Trusteeship”’. 


“Taking the data from P.R. Brahmananda [1978] and assuming non-wage goods as 
luxury goods, the estimate for E;, works out at 1.3; this value has been increasing 
over the past decades, even though slightly. 


CHAPTER SEVEN 


Economics of Bread Labour* 
Romesh Diwan 


INTRODUCTION 


Our civilization is under a serious threat of nuclear war and com- 
plete annihilation.’ We are now entering into the production and 
deployment of new and far more destructive weapons. Some ex- 
perts maintain that if we do not stop the arms race soon, it may 
develop its own momentum, so much so that it may then be im- 
possible to control it.? It should not, therefore, be surprising that 
the most important movement in the world today is the Anti- 
Nuclear or Stop Nuclear-War Movement.? On 8 May 1983, as 
many as 8 million people gathered in New York City to protest 
against the production and deployment of nuclear weapons. This is 
the largest gathering ever recorded in New York City. Other ma- 
jor cities in the world have also witnessed similar large protests by 
citizenry in various countries. Yet we are locked in an irrational and 
untenable situation. The people protest and their governments 
keep on producing more and more destructive weapons in the 
name of peace, defence, security, etc.* 

In the last analysis, the fundamental problem of global destruc- 
tion lies in the production of destructive nuclear weapons. A major 
part of neo-classical economics deals with issues of production: 
what, why, and how are “goods” produced? One wonders if nu- 
clear weapons are “‘goods’’. However, neither economics texts, nor 


*This paper was originally presented at the 1984 Annual Meetings of the Eastern 
Economics Association at the session organized by the Association of Indian Eco- 
nomics Studies, New York City, NY, March 15-17, 1984. It is a revised version of 
the paper entitled, ““Gandhi’s Ethics of Work and Production”’ written for presenta- 
tion at the Conference on “‘Mahatma Gandhi and His Significance Today”’ held on 
March 1-2, 1974 at Claremont Graduate School, Claremont, CA, USA. Thanks to 
Mark Lutz for helpful comments. 
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economists of repute, have made any effort to explain the produc- 
tion of nuclear weapons. On the contrary, economists have shied 
away from questions about nuclear weapons. Simply because the 
economists have not raised these questions does not mean that these 
questions are not important. These questions need to be raised. The 
question is: why are destructive weapons and things like that pro- 
duced? What motivates people to produce these things? Who gains 
and who loses in the production of such destructive things? 


NATURE OF PRODUCTION: “‘VALUES-IN-USE’’, 
““VALUES-IN-EXCHANGE , AND ““VALUES-IN-THREAT 


Parts of today’s world have been defined as the “‘affluent society”’.° 


It is called an affluent society because it is argued that these societies 
produce a much larger variety and quantity of material things either 
unknown or available in limited quantities in the past. As a result, — 
larger percents of the population in these societies possess and enjoy 
these things than in the past. Put in another way, many things that 
only the rich and aristocratic could enjoy in the past are commonly 
owned by the middle class. Examples of air travel, automobiles, 
electricity, houses, telephones, etc. can be easily adduced. 

On the other hand, if one considers the world as a whole, one 
also finds that a very large part of the population is extremely poor. 
Conservative estimates are that close to one billion—one fourth of 
the world population—are exceedingly poor.® In the literature on 
poverty, exceedingly poor people are those who cannot afford 
minimum required food calories per day; nothing else is counted. 

Two facts, namely (i) affluence in Northern countries and (ii) 
poverty in the South exist side by side. Judged from the world as a 
unit, they point obviously to unequal distribution. In addition, 
these facts pose another question. Is the level of production today 
larger than in the previous periods? In other words, is it an age of 
affluence or of poverty? It is extremely difficult to answer this ques- 
tion; much depends upon the point of view of the researcher. 
Historians are of help but only to a point.’ 

The conventional wisdom among the intellectuals and profes- 
sionals of industrialized countries in the North, and their followers 
in the South, is that the range and quantity of production is higher 
today than ever in the past. This conventional wisdom has been de- 
rived from a comparison of indices of selected commodities over 
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time or more sophisticatedly by comparing the indices of some 
aggregates such as industrial production, agricultural production, 
GNP, and overtime. One can easily select commodities, activities, 
things to prove the point. Thus production of automobiles, elec- 
tricity, schools, and telephones have shown a positive rate of 
growth. On the other hand, if one were to select castles, domestic 
servants, slaves, serfs, etc., the rate of growth is negative. The im- 
portant point to note is that there is an increase in the production of 
some commodities and decrease in the production of others. 

To avoid this problem, economists have adopted the concept of 
Gross National Product (GNP). No doubt GNP responds to some 
of the problems pointed out above, but it opens up a number of 
other problems.® In the last analysis, GNP estimates depend upon 
prices, real or imputed. Prices, however, cannot be determined 
without given asset distributions. Accordingly, any estimation of 
GNP introduces a bias in favour of the present. There are only a 
few studies that suggest a continuous decline in GNP over a long 
period of time—and these are not easily believed.” Yet, the idea that 
GNP has continuously increased over the past hundreds and hun- 
dreds of years runs counter to the accepted facts of the decline and 
fall of civilizations. Surely, at the height of its ascendancy, the Ro- 
man Empire would have produced commodities, then used, in as 
large quantities as some of the rich societies today. A part of the 
reason, in the conventional wisdom, may lie in the fact that the 
composition of production over the past and over space has 
changed and we, understandably, value some of the new items 
much more than others. A meaningful analysis, thus, requires a 
deeper understanding of the composition of production. 

Theoretical and analytical neo-classical economics does not de- 
compose production into various types of products. It abstracts the 
issue of composition of production by the construct of ““commo- 
dity’” which is, interestingly, synonymously equated with 
“‘s00d”.'° The analysis is based on the following propositions: 
producers produce commodities, consumers derive utilities from 
commodities, and market system ensures the exchange between 
consumers and producers. The whole economic system depends 
upon commodities, yet the textbooks dispose of the idea of com- 
modity just in a sentence or two."! 

In descriptive economic literature, the composition of produc- 
tion is treated much less cavalierly. The production has been classi- 
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fied into various categories: (i) ““goods”’ and services, (ii) durables 
and non-durables, (iii) consumer, intermediate and investment 
goods, (iv) public and private goods, etc. Much of this classifica- 
tion scheme is an integral part of the production of “commodities” 
which assumes that production is only of “goods’’ and not of 
“‘bads’’. Such classification, therefore, does not attend to our cen- 
tral question regarding the production of destructive weapons and 
things like that. 

In the history of economic ideas a distinction was made between 
‘“‘values-in-use”” and ‘‘values-in-exchange’’. In other words, the 
total production was classified into two types: those which had 
“‘values-in-use”’ only and those which had “‘values-in-use”’ also. In- 
terestingly, Marx made this distinction and Marxists seem to have 
given it up. Part of the so-called progress of civilization may lie in 
the fact that the society now produces more “values-in-exchange’’, 
even though the “‘values-in-use’’ have declined. The GNP type. 
measure weight “‘values-in-exchange”’ by their market price and 
“‘values-in-use” by zero price—since these are not marketed. 
Therefore, the growth in production seems large. This classifica- 
tion scheme, though messy, has the advantage that it does provide 
a theoretical construct that enables one to respond to the question 
of the production of destructive weapons and things like that. 

Historically, the distinction between “‘values-in-exchange”’ and 
“‘values-in-use”’ was obliterated for two reasons. ‘‘Values-in-use”’ 
were integrated into “‘values-in-exchange”’ by the extension of the 
market to the poor section of the society so that the poor were 
forced to sell whatever they had.!* This integration was rational- 
ized by the following question: who decides what “values” have 
use and for whom? Given the assumptions of rational behaviour 
and utility, the law of demand provides a response to the question. 
If a person is willing to pay for a “‘value’’, this person must, by de- 
finition, conclude that the “value” has a “use’’. Accordingly, 
“‘values-in-exchange’”’ do have “values in use’’. The institution of 
market ensures that “values-in-exchange’’ automatically contain 
“‘values-in-use”. The distinction between ‘‘values-in-use” and 
“‘values-in-exchange’’, thus, seems unnecessary; even irrelevant. 

There are two problems with the above argument. One, this 
argument does not explain why poverty exists. It is interesting to 
note that poverty, even in the rich countries such as the United 
States, has persisted in spite of—or is it because of ?—a very large 


Economics of Bread Labour 113 


growth in the production of “‘values-in-exchange”’ in these coun- 
tries. The Catholic Church has recognized the persistence of this 
poverty and its immorality in its recent pastoral letter.'? Obvious- 
ly, if the ““values-in-exchange”’ contain “‘values-in-use’’, the hunger 
and malnutrition would be abolished. In the last analysis, distribu- 
tion is not independent of the composition of goods. A more 
meaningful explanation of the existence of poverty lies in the dis- 
tinction between “‘values-in-use”’ and “‘values-in-exchange’’. Two, 
the argument based on the rationality and utility of the consumer is 
a half-truth. This issue becomes clear if one analyses the rationality 
of a “drunk”’ and utility, to such a person, of liquor. In a drunken 
state, the utility of liquor is positive. Yet, in a sober state, the utility 
of the same liquor is at best zero if not negative. In the same way, in 
the general environment of a market system, “‘values-in-exchange”’ 
have “‘values-in-use’’. However, in a real world of needs and feel- 
ings, there is a clear distinction between the two. Everybody needs 
food but not every one needs yachts. The lack of clarity of this dis- 
tinction arises from defining ‘‘values’’ by market demand. A more 
meaningful analysis would define ‘“‘values’’ by the relationship 
among the goods produced, the person who produces them and the 
person who consumes them. In such an analysis, the distinction be- 
tween “‘values-in-use’” and “‘values-in-exchange” becomes quite 
clear. 

It may be useful to further refine the above scheme of classifica- 
tion. It is proposed that the total production in a society be divided 
into three categories: (i) Production that creates “‘values-in-use’’; 
these are the “goods’’. These are the material goods and services 
that help the advancement of human beings. This production is 
best produced by the voluntary and cooperative systems. ** (ii) Pro- 
duction that generates “‘values-in-exchange’’. This is a set that con- 
tains both “‘goods”’ and “‘bads”. The nature of this production is 
defined by the market and exchange relations. (ii1) Production that 
promotes “‘values-in-threat’’. This is a set that contains nothing else 
but “‘bads’’. It has the effect of harming people. Weapons are clear 
examples. There are a number of other goods that fall within this 
category. This set is encouraged by large and centralized systems of 
authority and production. 

The classifications of production in the three categories: (i) 
values-in-use, y; (ii) values-in-exchange, y2; and (iii) values-in- 
threat, y3, are not mutually exclusive. The property of mutual ex- 
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clusiveness is not necessarily an important criterion. This is true of 
all other classifications. '!° Classifications, like indices, depend upon 
acceptance of conventions. In theory, one can develop a convention 
to make these mutually exclusive and seek a consensus. That is 
what is generally done in all classificatory schemes. What is more 
important are the principles behind such a classification. The prin- 
ciples on which such production is based are quite distinct. 


‘*FRIEND-DEFINED WORK’’ AND 
‘“STRANGER-LEFINED WORK” 


Economic activity in any economy may be looked at as being made 
up of two parts: (i) production and (11) distribution. The propo- 
nents of every civilization have boasted about the capacity of their 
system to produce a large quantity and variety of material things 
and services. They have justified their social systems on the basis of 
such production. For example, the system of slavery in the Roman 
Empire was justified by the capacity of the Empire to produce. 

Production, in the last analysis, is the channelling of work effort 
into a specific form. A system is considered successful if it can cou- 
ple work with production. At this stage it may be useful to discuss 
what is work and what is production. We have already argued that 
production may be categorized into: (1) values-in-use; (11) values-in- 
exchange; and (iii) values-in-threat. The question, then, is: what is 
work? 

Webster’s New Collegiate Dictionary gives thirteen meanings to 
the term ‘‘work’’.'© The very first meaning, however, captures the 
essence. It is “exertion of strength or faculties to accomplish some- 
thing: toil, labour, also employment”’. 

Work involves two principles: (i) exertion of strength and (ii) 
accomplishment of something. To answer the question, what is 
work, one has to answer the two related questions: (a) exertion of 
whose strength?, and (b) accomplishment by whose definition? For 
the general case of work, there are two parties involved: one, the 
person who exerts the strength, call this person A; and two, the 
person who defines the task, call this person B. In the special case, 
A and B can be the same person. The nature of work will depend 
upon the nature of the relationship between A and B. 

There are two types of relations between A and B. The first type 
is one of friendliness.'’ The underlying principle in this relation is car- 
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ing. B cares for A and A cares for B. A and B share the joys, the suf- 
ferings, the griefs, and happiness of each other. Mathematically, it 
is a case of positive definitiveness. The special case of this rela- 
tionship is when A and B are the same person working for oneself. 
The work defined by such a relationship may be defined as “‘friend- 
defined work”’; the special case being “‘self-defined work’’. This 
work provides positive utilities to the worker—A. It involves com- 
mitment to values. It gives A enjoyment and pleasure. It will be 
performed willingly.'® By and large, this work produces ‘‘values- 
in-use’, y1. 

Based on the principle of caring, the second type of relationship 
between A and B may be defined in terms of non-caring. It is both 
unfriendly and non-friendly—two cases involved in the idea of 
non-negative—i.e., zero and negative. Unfriendly is the extreme 
case”. To the list of unfriendly characteristics one needs to add 
those of pure indifference. In welfare type language, this rela- 
tionship implies that the welfare of A is dependent on, and deter- 
mined by, B but not vice versa. There is ordering by B of A but no 
sharing between A and B. A particular case of this relationship is 
that of master-slave, landlord-serf, master-servant. The work de- 
fined by such a relationship may be called “‘stranger-defined 
work’”’. This is the type of work A will not like to perform because 
it generates disutilities. A will perform this work only under some 
sort of compulsion or in exchange for perceived reward. This work 
produces “‘values-in-exchange”’, y2 and/or “‘values-in-threat’’, y3. 


‘THEORIES OF MOTIVATION 


Any person who exerts the strength has some goals by which to de- 
fine the tasks or accomplishments. An organization of persons, or 
society, has also some goals of production. A particular society will 
produce the three sets of values in different proportions. Denoting 
the total production of the society by Y, the production set may be 
written as: 
Y = 2% w; yi;i = 1,2,3, 

O< w; < 1 

2 Wi= 1 
where w; are the weights. For example, w; is the weight given to 
“‘values-in-threat’’. The societies, thus, can be distinguished by the 
value of wij. 
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In any society, people will produce some output because they 
will work, no matter what. The work they will do will be of their 
own choice, to please themselves or to please others they admire 
and respect. This is exactly the “‘friend-defined work”. Thus, peo- 
ple in every society will perform ‘“‘friend-defined work” to the 
point where they absorb all the exertion and strength they have. In 
the production set, this work produces yj. Ifa society leaves people 
alone, only y,; will be produced and nothing else. 

The societies and organizations need to produce “values- 
in-exchange”, y2 “values-in threat”, y3. The question is: how to 
persuade people to produce y2 and y3? It is this question that 
theory of motivation deals with. “Motivation is the means or induce- 
ment by which individuals are led to abandon their own goals 
and, with greater or less vigour, to pursue those of the organiza- 
tion.’’2? 

Galbraith distinguishes four ways by which individuals in the 
Western society may be persuaded to give up their own goals and 
pursue those of the organization; i.e., produce yz and y3. One is sheer 
compulsion by the use, or threat of use, of force. In other words, 
the individual may be compelled to work at the cost of punish- 
ment. Murder, imprisonment, and whipping have been used to 
compel people to perform certain tasks they would not do volun- 
tarily. This is motivation by force or compulsion. The reward is 
lack of punishment. It used to be a common motivation in slave 
societies and is practised today in a number of illegal activities, such 
as prostitution, smuggling, etc. 

The second motivating force is pecuniary reward—the wage 
payment. A person may be persuaded to produce y2 and y3 in ex- 
change for a money wage. Much depends on the pecuniary motive 
and the available alternatives. If a person is already rich, this 
motivation hardly works. Effectiveness of this motivation lies in 
the level of poverty and greed of the person being persuaded. If a 
person is starving, as millions in poor countries are, the pecuniary 
motivation works wonders.2! However, the threat of starvation is 
in the same class of threat as that of punishment and whipping. As 
the wages go up and the society becomes affluent, the pecuniary 
motive loses its appeal and effectiveness.” In this sense, the pecuni- 
ary motive is a sub-category of compulsion motive. 

The third motive is the identification motive. The person identi- 
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fies himself with the organization and its goals. By identifying 
themselves with the goals of the organization or society, people 
change their own goals and are thus willing to work for the goals of 
the society. They revise their own goals in such a manner that these 
goals are the same as those of the organization or the society. Some 
people have argued that this is the secret of the success of Japanese 
Management.~* What is involved here are changes in perceptions 
and a recognition that the society and organization are beneficial to 
the person. Most of the work done under what many a time is cal- 
led religious fanaticism follows from the identification motive. 

A variant of the “identification” motivation is the motivation of 
adaptation. In this fourth motive for work, not only does the per- 
son identify himself with the goals of the organization, but one be- 
lieves and perceives that these goals of the organization can be 
changed to conform to his/her goals. In identification it is the goals 
of the person which are revised in accordance with the given goals 
of the organization. In adaptation, it is the goals of the organization 
that are revised in conformity with the given or perceived goals of 
the person. 

Obviously, both the identification and adaptation motivations 
are relevant to a very small number of persons working in any 
organization, for the simple reason that only a few are aware of 
these goals and fewer still have any opportunity to affect, much less 
change, them. 

These four motives for work, to produce y2 and y3, may be 
categorized into two major groups: (i) motivation based on threat 
or fear. This group contains the first two; compulsion and pecuni- 
ary motives. (ii) Motivation based on perceived self-interest. This 
group is made up of the last two; identification and adaptation. The 
theory of motivation is limited to these two groups because it limits 
itself to the process of persuading a person to give up his/her goals. 

In a larger analysis one would also incorporate the importance of 
individual goals and the motivating effects of these goals. It is sug- 
gested here that one of the major, and real, motives for people to 
work is out of caring for others; out of love, so to speak. People do 
work in order to serve others. However, this motivation does not 
produce y2 and y3. Instead, it produces y;. 

The various motives may be summarized in the diagram below. 
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Motives for Work 


Western Theory of Motivation a as 
sen eaved, 
Stranger-Defined Friend-Defined 
Work Work 
Values-in Values-in Values-in- 
Exchange Threat Use be 


FicurE 1: Theories of Motivation 


GANDHI’s IDEA OF BREAD LABOUR: QUOTES 


One of the major sources of motivation for work lies in the ethical, 
moral, and spiritual values. Gandhi formulated it in the form of 
“bread labour’. ‘“The concept of bread labour involves a union of 
two basic principles: (i) the expenditure of energy through body 
work, and (ii) the moral or ethical values enjoined to such energy 
use.”’*4 A person expresses oneself through work. Such work has 
both subjective and objective dimensions. The objective dimension 
is the production of values. The subjective part involves the proces- 
ses of raising the spiritual level of the person.7° In other words, 
work is necessary for spiritual growth. It is, this spirituality that 
provides the most important motivation for work. However, this 
work has to be such that it can promote spiritual growth. In our 
analysis it cannot be “‘stranger-defined work’’. It has to be “‘friend- 
or self-defined work’”’. 

In Gandhian ideas, spiritual growth follows from service; Yajna 
or sacrifice.2© Bread labour, then, involves the exertion of body 
strength in the service of others. Some quotes from Gandhi eluci- 
date the principles. 


The human body is meant solely for service, never for indulgence. The 
secret of happy life is renunciation. Renunciation is life. Indulgence 
spells death. . . . No sacrifice is worth the name unless it is joy. Sacrifice 
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and a long face go ill together. . . . This service is impossible without 
bread labour, otherwise described in Gita as Yajna. It is only when the 
man or woman has done bodily labour for the sake of service, that he or she 
gets any rights to life. The Gita says that anybody who eats without per- 
forming yajna, in Tolstoy’s language bread labour, is a thief, ‘eats sin’. 
But body labour becomes yajna only when it is undertaken in a spirit of service 
not of indulgence, as it may easily become when it is done only to de- 
velop the animal in man. . . The idea is that every healthy individual 
must labour enough for his food, and his intellectual faculties must be 
exercised not in order to obtain a living or amass a fortune, but only in 
the service of mankind. . . . When Gita says that ‘rain comes from sacri- 
fice’ (Verse 14), I think it indicates the necessity of bodily labour. The 

‘residue of sacrifice’ (Verse 13) is the bread that we have won in the 
sweat of our brow. Labouring enough for one’s food has been classed in 
the Gita as a yajna. . . . If all laboured for their bread and no more, then 
there would be enough food and enough leisure for all. Then, there 
would be no cry of over population, no disease and no such misery as we 
see around. Such labour will be the highest form of sacrifice. Men will 
no doubt do many other things either through their bodies or through 
their minds, but all this will be labour of love for the common good. 
There will, then, be no rich and no poor, none high and none low, no 
touchable and no untouchable. ... Mere mental, that is, intellectual 
labour is for the soul and is its own satisfaction. It should never demand 
payment. In the ideal state, doctors, lawyers and like will work solely 
for the benefit of society, not for self. Obedience to the law of bread 
labour will bring about a silent revolution in the structure of socie- 
ty. . .. Compulsory obedience to the law of bread labour breeds pover- 
ty, disease and discontent. It is a state of slavery. Willing obedience to it 
must bring contentment and health.*” (Emphasis added.) 


ECONOMICS OF BREAD LABOUR 


In the last section we have argued that Gandhi’s idea about bread 
labour provides an alternative motivation and source for work and 
production. In the work emanating from bread labour, the moti- 
vating force is caring, love, and service. The person who performs 
bread labour questions both the nature of work and production; 
both ends and means are equally important. One does not justify 
the other. The production of values generated through bread 
labour must satisfy the criteria of service, caring, and love. Similar- 
ly the work that is done through bread labour must also be moti- 
vated by caring, love, and service. 
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J. D. Sethi distinguishes four components of labour, namely (1) 
minimum physical necessary labour, (ii) instrument for self- 
actualization, (iii) method for service, and (iv) means to earn a liv- 
ing. Our formulation of the concept of bread labour fully incorpo- 
rates all the first three components. As regards component four, 
our concept of bread labour will accept a part of this component 
with the clear proviso that the labour involved in earning a living 
does not involve the giving up of the principle of morality and 
service.7® For example, if living is earned by a labour involved in 
the production of y3, it is not bread labour. 

This contrasts, fundamentally, with the nature of production in 
our “‘modern”’ production system of today. In this ‘““modern”’ sys- 
tem the person who works has no say about the end of this work— 
production. Many a time they do not even know what they are 
producing; as, for example, workers in chemical plants have no 
idea what sort of chemicals they are producing. It is not that the 
workers in our society do not care about what they produce and 
would like to produce. But they just do not have the opportunity to 
effectively express their preferences.2? They feel alienated both 
from the nature of their work*? and from the resulting 
production.*’ The alienation of this work follows from its being 
devoid of moral and service criteria; perhaps because of its injury to 
the spirit.>7 

In spite of the alienation and “‘joyless economy’’”” the conven- 
tional wisdom of today is that the existing production system is the 
best, that is, it ensures the production of all the values desired. 
What is produced is justified by the existence theorem, namely 
that if it exists it must be desired and be desirable. Behind this, no 
doubt, there is a whole ethical and moral superstructure. In view of 
the existence of production, any alternative is immediately 
suspect—particularly the one based on bread labour. It is dubbed as 
utopian, idealistic, impractical, and all that. Such characterization, 
criticism and doubts imply a number of questions. Is production at 
all possible under an alternative system where the major motive for 
work is caring, love, and service? What type of values would such 
an alternative produce? Is such an alternative consistent with the ex- 
isting nature of production? These questions deal with the feasibil- 
ity, nature, and comparison of production under the principle of 
bread labour. : 

It should be quite obvious that certain values will certainly be 
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produced by bread labour. It follows from the principle that human 
beings do like to work. Bread labour involves that people gain 
satisfaction, utilities, and enjoyment from work. The work is, in 
this case, its own reward. Such work will, thus, be done simply to 
raise the spirit of the persons working. In all societies from past to 
present, such work has been performed. In our own society a lot of 
work is done by people voluntarily. However, voluntary or unpaid 
work needs to be distinguished between what Illich calls shadow 
work™ and subsistence work. “The real difference between two 
_ kinds of unpaid activity—shadow work which complements wage 
labour, and subsistence work which competes with and opposes 
both—is consistently missed.”°? Ivan Illich’s subsistence work is 
nothing else but bread labour. The important point here is that the 
society/person has to bring in the elements of a different value sys- 
tem, that of caring, loving, and service. 


A contrary view of work prevails when a community chooses a subsis- 
tence oriented way of life. There,the inversion of development, the re- 
placement of consumer goods by personal action, of industrial tools by 
convivial tools is the goal. There, both wage labour and shadow work 
will decline since their product, goods and service is valued primarily as 
a means for ever increasing activity rather than as an end, that is, dutiful 
consumption. There, the guitar is valued over the record, the library 
over the schoolroom, the background garden over the supermarket 
selection. There, the personal control of each worker over his means of 
production determines the small horizon of each enterprize, a horizon 
which is a necessary condition for social production and the unfolding of 
each worker’s individuality. This mode of production also exists in slav- 
ery, serfdom and other forms of dependence. But it flourishes, releases 
its energy, acquires its adequate and classical forms only where the 
worker is the free owner of his tools and resources; only then can the 
artisan perform like a virtuoso. This mode of production can be main- 
tained only within the limits that nature dictates to both production and 
society. © 


Regarding the nature of production, virtually all things that satis- 
fy basic needs will be produced. In addition, things and activities 
that bring joy to people and uplift them will be produced and per- 
formed. These are the values that we have classified as “values-in- 
use’. All “‘values-in-use’’ will be produced. Even in the “modern”’ 
production system a very large part of “values-in-use” are pro- 
duced by the voluntary and unpaid work process; e.g., the kitchen 
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gardens, the caring for children, old and sick people, the com- 
radeship, the production of arts and crafts, etc. Even in a ““modern”’ 
society, where the emphasis of production is on “‘values-in- 
exchange”’ and “‘values-in-threat’’, the contribution of bread labour 
type work is considerable.” 

If the society promotes opportunities for and principles of bread 
labour, the share of “‘values-in-use” in total production will in- 
crease and the share of bread labour that produces these values will 
also go up. It is quite feasible for the “‘values-in-use”’ to be a pre- 
ponderant part of production and all these “values-in-use’’ being 
produced by bread labour. 

A question is generally raised: is bread labour consistent with 
technology? One has to be clear about technology. Obviously, any 
technology that dehumanizes people is not consistent with bread 
labour. On the other hand, there are technologies—more specifical- 
ly tools—that are complementary with bread labour. There is now 
enough literature on this subject.*® In a society where bread labour 
is performed, there will be a good amount of far more modern 
technology; albeit of a different kind.°? 

For purposes of comparison, it needs to be pointed out that pro- 
duction: under the principle of bread labour may not produce 
“‘values-in-threat’’ and very little of “values-in-exchange”’. The 
reasons are not far to seek. The ethical dimensions of caring, love 
and service ensure that ‘‘values-in-threat”” will not be produced 
since these manipulate, degrade and hurt people—the very antith- 
esis of caring and love. Roszak states the idea forcefully: ““Work 
that produces unnecessary consumer junk or weapons is wrong and 
wasteful. Work that deceives or manipulates, that exploits and de- 
grades is wrong and wasteful. Work that deceives or manipulates, 
that exploits and degrades is wrong and wasteful. Work that 
wounds the environment or makes the world ugly is wrong and 
wasteful.’’4° 

The various types of values produced and their source of motiva- 
tion may be expressed in the matrix as shown on the next page. 

The dominant elements of production in the society lie on the 
diagonal. They define the nature of production and society. Thus, 
societies that use compulsion are able to produce “‘values-in-threat’’ 
in larger quantities. Both the United States and the Soviet Union 
are known for the stockpiling of arms and armaments of the most 
destructive type. In both these societies military and defence estab- 
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Values Values-in- Values-in- Values-in- 
Threat Exchange Use 
Japan 
Germany 


Identification 


Subsistence 
Bread-Labor Societies 


FicurE 2: Matrix of Values and Motivation Source 


lishments play an important role.*! The organization that such 
motivation and production requires is characterized by highly cen- 
tralized hierarchies. In other words, production of ‘“‘values-in- 
threat” involve highly centralized modes of production. 

The societies that produce “values-in-exchange”’ are generally 
export-oriented. Successful export-orientation involves a work 
force that feels equally committed to the goals of the society and 
willing to maintain the high quality of its product. Japan is, 
perhaps, the most visible example of such modes of production. 
The organizations in Japan are structured to make the workers 
identify with the organizations. Japan has been very successful in 
this effort.* West Germany has also been successful in this regard. 

The bread labour and “values-in-use”’ determine the quality of 
life in a society. In the current literature there is a growing discus- 
sion about the divergence between ‘‘standard-of-living” and 
“quality-of-life”. With the growth in GNP, “standard of living” 
has been going up. However, increasingly it is being found that the 
“quality of life’ in these societies has been declining. Part of the ex- 
planation lies in the reduction in the use of bread labour and the 
production of “‘values-in-use”’. As a result, growth has involved an 
extension of “‘values-in-exchange”’ and “‘values-in-threat”’. Such 
growth has resulted in greater inequality in the society.” 

The concept of bread labour lies deeply in Gandhian 
Economics.** Actually this is one of the six concepts in Gandhian 
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Economics. It is the lack of bread labour that provides an explana- 
tion to the central question in this paper, namely production and 
deployment of weapons of mass destruction. 


NOTES 


'The ABC movie ‘‘The Day After” does not even reflect a fraction of the horror 
and destruction that even a limited nuclear war will inflict. 


7It is interesting to note that we are already creating language that sanitizes us from 
the destructive character of these weapons. Thus, ICBM, Trident, Minuteman, 
MIRV, ABM, etc. hardly reflect the fact that these weapons can destroy the whole 
civilization. 
. >For an intellectual underpinning of this movement, see E. P. Thompson and Dam 
Smith [1981]. 


*To appreciate the irrationality, all one needs is to look into any speech of the lead- 
ers of nuclear nations and budgets on so-called defence expenditures. The ““double- 
speak” of George Orwell’s 1984 is alive and well. In these leader’s speeches, war is 
peace and peaceful protests by peaceful people is war. 


See J. K. Galbraith [1965]. 

®World Bank [1983], p. 78. 

’There is an understandable tendency among intellectuals and professionals to de- 
fine the present as an improvement in the past and search in history evidence to that 
effect. After all, historians have to have a frame of reference to select, analyze and in- 
terpret the historical facts and anecdotes. Galbraith makes the following comment in 
relation to financial and monetary history. “By then, among historians and econo- 
mists, the gold standard had become an article of the highest faith. Their research did 
not subordinate their faith to fact... . A leading modern student of colonial mone- 
tary experience has noted that: ‘One looks in vain for any discussion of these satisfac- 
tory currency experiments in the standard works on American monetary and finan- 
cial history.’ Another has concluded that *. . . generations of historical scholarship 


have fostered a mistaken impression of the monetary practices of the colonies’.” J.K. 
Galbraith [1975], p. 54. 


®There is now ample literature on the deficiencies of GNP estimation. This was 
particularly stimulated by the redesignation of the GNP acronym as Gross National 
Pollution on Earth Day in 1970. However, it still remains a part of the ideology. 


*Daniel Thorner has argued, quite persuasively, that the GNP per capita in British 
India declined during the 150-200 years of British Raj in India. See Thorner [1955]. 


*°It is only recently that the term ‘“‘bad” has been used in economic literature of the 
descriptive kind. In theoretical economics, there is no such thing as “‘bad’’. The 
choice of the term ‘“‘good”’ is both interesting and instructive. This is how ideologies 
are covered up, and promoted, by analysis. 


"See, for example, Henderson and Quandt [1980]. 
‘2An Urdu Poet, Sahir Ludhianvi, describes it poetically: 


ve 
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maine jo geet tere pyar ki khatir likhay 

aaj in geeton ko bazaar mein ley aaya hoon 
Which translates as: 

The poems that I wrote to express my love for you, 

Today I have brought these to the market; (because I am hungry) 
Here is a “‘value-in-use”’ approaching to a “‘value-in-exchange’’. 


'3See Bishop’s Pastoral Letter, first draft (1984). 


One may call these ‘“‘values-in-self actualization”’ so that they may include moral 
human needs also. 


‘For example, the public and private goods may be legally distinct but are not 
mutually exclusive. The distinction between investment, consumption, capital, in- 
termediate goods is not unique and depends upon the acceptance of this or that con- 
vention. Same is true of durables and non-durables as well as of goods and service. 


’©The synonyms of work are: labour, travail, toil, drudgery, grind means any activ- 
ity which involves effort or exertion. Work may imply activity of body, of mind, 
of a machine, etc. be applied to the effort or the thing produced by effort. Labour 
usually applies to physical or intellectual work involving great and often strenuous 
exertion; travail, now bookish, involves labour involving pain or suffering; toil, pro- 
longed and fatiguing labour; drudgery, dull or distasteful labour; grind, labour ex- 
hausting to mind and body. 


'’The following synonyms of the word “friendly” capture the elements of this rela- 
- tionship: kind, helpful, sympathetic, favourable, conciliatory, propitious, amicable, 
careful, well-disposed, neighbourly, sociable, social, kindly, loving, attentive, affec- 
tionate, fond, brotherly, agreeable, genial, hearty, affable, tender, companionable, 
cordial, accessible. 


*8In such work, the distinction between work and play evaporates. It needs to be 
emphasized that it is more than self-employment because the nature of goods pro- 
duced is equally fundamental in this type of work. 


1It is depicted by such words as: unkind, antagonistic, ill-disposed, uncharitable, 
grouchy, fault-finding, nagging, opposing, combative, false, treacherous, decep- 
tive, grudging, harmful, hurtful, pernicious, prejudicial, baneful, adverse, hostile, 
cool, frigid, cold, disaffected, grumbling, contentious, estranged, inimical, alien- 
ated, distant, reversed. 


2°]. K. Galbraith [1967], p. 141. Galbraith derives his categories of motivation from 
his idea of technostructure. There are other theories of motivation. 


*1It is because of this factor of starvation, or virtual starvation, that the capitalist sys- 
tem depends upon the wage market. That is why Marx has argued that the “Reserve 
Army of unemployed” is fundamental to capitalism. Without the Reserve Army of 
unemployed, capitalism will disintegrate. 

72In all Western countries of the North, some of the dirty work is now being per- 
formed by imported labour; illegal Mexicans in the United States, Indians and 
Caribbeans in England, Algerians in France, Turks in Germany, etc. 

23See Ezra F. Vogel [1979]; Richard Tanner Pascal and Anthony G. Athos [1981]. 


24Romesh K. Diwan [1983a], p. 15. 
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2°. F. Schumacher [1977] develops the ideas of levels and orders of human beings 
in some detail. 


26Gandhi derived his basic ideas on sacrifice and bread labour from the Gita. Edwin 
Arnold has translated the relevant verse as: 

“By food the living live, food comes from rain, 

and rain comes by the pious sacrifice, 

and sacrifice is paid with tithes of toil.” 


27M.K. Gandhi [1966b], pp. 57, 57, 59, 62, 63, 65, 66, 66. 


*8See J.D. Sethi [1979]. Sethi defines bread labour as component (i). We feel it is all 
the components; certainly (i), (11), and (iii). 


2°Studs Terkel [1972] provides examples from many areas of production. 


5°Nlorma Watson may have said it most succinctly. “I think most of us are looking 
for a calling, not a job. Most of us, like the assembly line worker, have jobs that are 
too small for our spirit. Jobs are not big enough for people.’’ Studs Terkel [1972], p. 
xxix. emphasis added. 


31*NJo matter how bewildering the times, no matter how dissembling the official 
language, those we call ordinary are aware of a sense of personal worth — or more 
often a lack of it — in the work they do. Tom Patrick, the Brooklyn fireman whose 
reflections end the book, similarly brings this essay to a close: ““The fuckin’ world’s 
so fucked up, the country is fucked up. But the firemen, you actually see them pro- 
duce. You see them put out a fire. You see them come out with babies in their 
hands. You see them give mouth-to-mouth when a guy’s dying. You can’t get 
around that shit. That’s real. To me, that’s what I want to be. I worked in a bank — 
you know, it’s just paper. It’s not real. Nine to five and it’s shit. You are lookin’ at 
numbers. But I can look back and say, “I helped put out a fire. I helped saved some- 
body. It shows something I did on this earth:” Studs Terkel [1972], pp. xxix—xxx. 


32COnce again a quote from Studs Terkel [1972] is revealing. ““This book being about 
work, is, by its very nature, about violence—to the spirit as well as to the body. It is 
about ulcers as well as accidents, about shouting matches as well as fistfights, about 
nervous breakdowns as well as kicking the dog around. It is above all (or beneath all) 
about daily humiliations. To survive the day is triumph enough for the walking 
wounded among the great many of us. The scars, psychic as well as physical, 
brought home to the supper table and the TV set, may have touched, malignantly, 
the soul of our society,” p. xiii. Also, see Harry Braverman [1974], Philip Slater 
[1970], and Walter A. Weisskopff (1971). 


33See Tilbor Scitovsky [1976]. 


*4Ivan Illich [1981] distinguished between shadow work and subsistence work. As 
an example of shadow work, he suggested the unpaid work of housewife in the 
“‘modern society’’. “Modern housework is standardized by industrial commodities 
oriented towards the support of production, and extracted from women in a sex spe- 
cific way to press them into reproduction, regeneration and a motivating force for 
the wage labour’, p. 14. 


ST van Illich [1981], p. 14. 
**T van Illich [1981], pp. 14-15. 
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°’Some estimates place the contribution of the voluntary sector at 30—40 per cent of 
GNP in the United States. Not all voluntary activities are bread labour activities. It 
may not be easy to quantify the share of bread labour in these voluntary activities. 
As a round guess, one may place 50 per cent of voluntary activities emanating from 
bread labour. On the other hand, “‘values-in-use”’ do not form a large part of U.S. 
GNP. A rough estimate would place the share of ‘‘values-in-use” in the U.S. at the 
maximum of 40 per cent of GNP. Thus, in the U.S. where the environment and so- 
cial ethics are not helpful to bread labour, some 50 per cent of all the “values-in-use”’ 
are produced by bread labour. Needless to add, these are extremely rough magni- 
tudes. 


°8See, in particular, Romesh K. Diwan and Dennis Livingston [1979], and Ivan Illich 
[1973]. 


3°Ernest Callenbach [1975] provides interesting details about the nature of produc- 
tion and types of technology in such a society. 


“Theodore Roszak [1978], p. 220. 


*!President Eisenhower talked about the ‘“‘military-industrial-complex.” In the cur- 
rent Reagan Administration military expenditures are growing alarmingly fast. For 
an interesting analysis of how unproductive—even from the point of view of their 
own objectives—these expenditures are, see Phillip Keisling [1984]. One can easily 
find similar examples in the Soviet Union. 


There is now quite a growing literature on the way Japan has captured world mar- 
kets and how quality of Japanese production remains consistently high. See Ezra F. 
Vogel [1979]; Richard Tanner Pascal and Anthony G. Athos [1981]; and Tra C. 
Magziner and Robert B. Reich (1982). All these books emphasize the involvement 
of workers because of long-tenure; group appreciation; respect for individual’s age, 
etc. Germany too has involved the workers in the production process through co- 
determination. 


“There is now a vast literature on income and other types of inequality and how it 
comes about by the “‘modern”’ methods of production and organization. See Amar- 
tya Sen [1973]; Jan Tinbergen [1975]; Robert J, Lampman [1962]; Paul Baran [1957]; 
Anthony C. Atkinson [1975, 1976]; Philip Slater [1983], Lester C. Thurow [1975]; 
and Michael Lewis [1978]. 


“There is now growing literature on Gandhian Economics. See Diwan [1971], 
Diwan (1976), Sethi [1978], Diwan [1978], Diwan and Desai [1978], Diwan and Gid- 
wani [1979], Diwan and Livingston [1979], Das [1979], Lutz [1979], Handa [1980], 
Diwan [1981], Desai [1981], Diwan [1981b], Diwan [1982], Diwan [1983], Hug 
[1983], and Handa [1983]. There is other literature not specifically mentioning Gandhi 
but in Gandhian spirit and highly influenced by Gandhian ideas. See Callenbach 
[1975], Collard [1978], Elgin [1981], Henderson [1981], Illich [1981], Johnson 
[1981], Roszak [1978], Schumacher [1973], to name a few. 


CHAPTER EIGHT 


The Role of Price System in - 
Gandhian Economics* 


Suresh Desai 


THE purpose of this paper is to identify the major objectives of a 
Gandhian economy, to delineate the organizational, motivational, 
and informational structure of such an economy, and to offer some 
tentative observations with respect to the possibility of an efficient 
solution to the economic problem, especially in relation to the role 
of the price system in such a society. 


Objectives of Gandhian Economy 


Mahatma Gandhi had formulated his economic ideas in terms of his 
conception of an ideal social order. He wanted to build a nonviolent 
and non-exploitative social order, peopled by truthful, nonviolent, 
and pure-hearted individuals. He was aware of the impact of eco- 
nomic organization on the values, attitudes, and social ethics of in- 
dividuals through the experiences implicit in its operations, 
through the qualities it creates, and through the types of individual 
fulfilment and social achievement it permits. He was, therefore, not 
willing to draw any sharp distinction between economics and 
ethics.’ His economic philosophy and his conception of an ideal 
economic organization is directed towards the moral and spiritual 
development of all human beings rather than towards a blind pur- 
suit of economic growth—a sustained increase in per capita real 
GNP. Actually he believed that a blind pursuit of economic 


*This paper was originally presented at the 1979 Annual Meetings of the Allied Social 
Science Association Meeting at a session organized by the Association of Indian 
Economics Studies in Atlanta, Georgia, 28 December 1979. Subsequently, the paper 
was published in Gandhi Marg, March 1981. 
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abundance—through accumulation, competition, and technologi- 
cal innovation—would lead to economic aggression, exploitation, 
and violence in society.* He was not opposed to material progress 
per se. He recognized that a minimum standard of living, socially 
and culturally determined, was essential for a proper moral and 
spiritual development of human beings. “For the poor the eco- 
nomic is spiritual . . . to a people famishing and idle, the only accept- 
able form in which God can dare appear is work and promise of 
food as wages.’”” 

He, however, was against the development of luxuries and su- 
perfluous goods, because such development was a serious impedi- 
ment in the development of a harmonious and nonviolent social 
order and, implicitly, in the moral and spiritual development of hu- 
man beings. 

One can deduce three major economic objectives of the Gandhian 
economic system: (a) full employment; (b) economic equality; and 
(c) emphasis on Swadeshi. These are strictly economic objectives. 
In Gandhian economic thought, economic objectives are the hand- 
maidens of the moral and ethical objectives of the system. The goal 
of the Gandhian system is the welfare of total society— 
“*Sarvodaya’’—including the poorest of the society. The structure 
of a Gandhian economic system and the attainment of the above- 
mentioned economic objectives within the framework of this struc- 
ture should ultimately contribute to the realization of the overall 
goal of the Gandhian system—the welfare of the total society. 


Full Employment 


Gandhi believed in the dignity of labour. He argued that nature has 
intended us to earn our bread with the sweat of our brow. Anyone 
who idles away a single minute becomes to that extent a burden 
upon his neighbours and also that he commits violence to that ex- 
tent. For, nonviolence is nothing else but a well-balanced, exquisite 
consideration for one’s neighbours.* To Gandhi, full employment 
was not merely a means to higher production but an end in itself, 
that is, to eliminate the dominance of men over men. An individual 
must feel that he has control over his life, that he is needed, and that 
as he grows more and more mature, he is likely to be given increas- 
ing scope and, in his old age, dignity. Full employment economy— 
availability of jobs for all those who are willing and able to work at 
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the going social wage—is a prerequisite for the moral and spiritual 
development of all human beings, especially those who are at the 
bottom of the economic pole. 

It must be stressed that the Gandhian concept of full employment 
is slightly different from the concept of full employment in conven- 
tional economics. In conventional economics, full employment is 
attained when 96 per cent of all those willing and able to work at 
the current wage rate are able to find jobs. It permits voluntary un- 
employment, commonly referred to as frictional unemployment. 
Economists usually consider unemployment of 4, 5, or 6 per cent 
of labour force as frictional unemployment and therefore, inevita- 
ble. Gandhi wanted everyone to earn his or her bread by the sweat 
of his or her brow. He could not, therefore, approve of voluntary 
unemployment. In Gandhian framework, work does not imply 
disutility that needs to be compensated by money wages, but is a 
service to fellow persons. It has a positive aspect, that of enabling 
individuals to realize their best. Work is yajna and one can realize 
God through working for one’s fellow-beings. 


Economic Equality 


Gandhi also maintained that a nonviolent social order will have to 
be constructed on the basis of economic equality. By equality he 
meant guarantee of a minimum standard of consumption to all. He 
argued that everyone must have a balanced diet, a decent house to 
live in, facilities for the education of one’s children, and adequate 
medical care.” True individual freedom—the opportunity for the 
full moral and spiritual development of human beings—is possible 
only when the individual is free from hunger and unemployment. 
His ability and willingness to question his superiors and their deci- 
sions and thereby gain a measure of self-control over his life and 
environment and make his preferences count in the final determina- 
tion of social policy depend upon his freedom from hunger. The 
provision of adequate food and education, medical care, employ- 
ment, housing, and other basic necessities is not a matter of luxury 
but a basic requirement for human development. 

Gandhi accepted the fact that there will be inequalities of skill, in- 
dustry, intelligence, and opportunity. He recognized that people 
with talent will earn more. But he wanted them to take only what 
was required for their legitimate needs and to leave the remainder 
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to be used by the society. Ideally, he preached the doctrine of non- 
possession, as he believed that real happiness and contentment 
comes not from self-indulgence and multiplication of wants but 
from self-denial and from deliberate and voluntary reduction of 
wants.° He wanted the rich and the elite to take an initiative in dis- 
possession with a view to a universal diffusion of the spirit of con- 
tentment. As a practical matter, he was willing to accept, in the 
transitional phase, income differentials that are considered fair by 
the society. He proposed to fix a decent minimum living wage and 
a ceiling for the maximum income that can be allowed to a person 
in society. The difference between such minimum and maximum 
income should be reasonable and equitable and variable from time 
to time, so much so that the tendency will be towards the oblitera- 
tion of the difference. ’ 


Emphasis on Swadeshi 


The emphasis on full employment and economic equality under- 
lines the need for increasing the participation of all sections of the 
community in the mainstream of economic life. Gandhi, therefore, 
emphasized the amelioration of what H. Myint has termed as “‘eco- 
nomic backwardness of people” rather than the “development of 
resources”.® He, therefore, advocated the development of a self- 
reliant economy. Self-reliance does not mean autarchy; it simply 
means absence of dependence. There are several elements in a poli- 
cy of Swadeshi, of self-reliance: (A) The society must be capable of 
satisfying the basic minimum needs of its people without depen- 
dence on external sources. This also means that each society will 
have to define its minimum standards in terms of its economic 
capacity. They must be attainable within the productive limits of 
the society. (B) Self-reliance also means the maximum use of in- 
digenous resources and technology. Society will make an effort to 
obtain needed commodities from within by utilizing unemployed 
resources and by the development of an appropriate skill profile of 
the labour force and by the growth of appropriate technology. 
(C) Swadeshi or self-reliance does not mean absence of trade with 
other societies, although foreign imports have to be discouraged if, 
as Gandhi believed, they injure the millions of India.’ A self-reliant 
economy will buy only those goods that meet the following condi- 
tions: (i) they are essential for the growth of its people; (ii) they are 
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not produced locally; and (iii) it is not possible to produce them 
locally in the near future by the development of appropriate human 
skills and technology. 

Gandhi’s advocacy of the spirit of Swadeshi (use and service of 
our immediate surroundings to the exclusion of the more remote) 
was based on his recognition of the scientific limitation of the hu- 
man capacity for service. He thought that it was arrogance to think 
of launching out to serve the whole of India or the world when one 
is hardly able to serve one’s own family or neighbours.'? He sug- 
gested that the members of each community should work for in- 
creasing the participation of each other in the mainstream of eco- 
nomic life and that everybody should work for his neighbour’s 
participation. Such efforts will spread like a proverbial snowball 
gathering strength in geometrical progression, encircling the whole 
earth. Thus Gandhi’s advocacy of Swadeshi and self-sufficient vil- 
lage communities was not derived from a narrow, exclusive, or 
chauvinistic outlook, but from a desire to develop a nonviolent, 
non-exploitative society that would provide an environment in 
which all individuals would have the opportunity to realize their 
best selves. To quote Gandhi: “In this structure composed of in- 
numerable villages, there will be ever-widening, never ascending 
circles. Life will not be a pyramid with the apex sustained by the 
bottom. But, it will be an oceanic circle whose center will be the in- 
dividual, always ready to perish for the village, the latter ready to 
perish for the circle of villages, till at last the whole becomes one 
life composed of individuals, never aggressive in their arrogance, 
but ever humble sharing the majesty of the oceanic circle of which 
they are integral units.’’’! In economic terms, the spirit of Swadeshi 
was the use of all home-made things to the exclusion of foreign 
things, in so far as such use is necessary for the protection of home in- 
dustry, more especially those industries without which India will 
become pauperized. Gandhi was willing to buy from every part of 
the world what was needed for his growth, but refused to buy any- 
thing, from anybody however nice or beautiful, if it interfered with 
his growth or injured those whom nature had made his first care. 
His emphasis on self-sufficiency was not narrow, vindictive, or 
punitive. It was simply the result of his refusal to serve distant 
neighbours at the expense of the nearest. 
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The Organizational Structure 


The emphasis on these three economic objectives, considered cru- 
cial for the moral and spiritual development of all human beings, 
led Gandhi to advocate an economic organization that can be char- 
acterized as a decentralized, market-negotiated economic system. 

Let me briefly specify some of the characteristics of this decen- 
tralized, market-negotiated economic system. 

First, Gandhi believed that economic decisions are to be taken by 
individuals. He had very little faith in State planning as he believed 
that the State has no “‘soul’’ and cannot necessarily be expected to 
make economic decisions that take into consideration the interests 
of all individuals, particularly the voiceless and the defenceless of 
the society. 

Secondly, Gandhian economy postulates a system of private 
property. Production firms will be privately owned or will be 
cooperatives of workers and farmers. In view of the expensive 
workers’ participation in management and the emphasis on trus- 
teeship and non-possession, privately-owned firms are unlikely to 
engage in exploitative relationship typical of private firms in a capi- 
talist society. 

Thirdly, a Gandhian economic system uses material incentives 
for the least-paid members of the society who also have least 
decision-making authority and rely heavily on moral incentives for 
the elite. Gandhi advocated the concept of “‘trusteeship’’. In the 
Gandhian economic system, as individuals outgrow their greed and 
sense of possession and as they share their riches and power for the 
common good, they gain more and more authority. Romesh 
Diwan, for example, argues for establishing a negative or inverse 
relationship between decision-making power and privilege. Such 
inverse relationship will reduce, if not eliminate, opportunities and 
need for corruption, deinstitutionalize greed and influence and 
bring in higher levels of authority for persons with commitment 
and integrity.'* An individual guided by the spirit of trusteeship 
will not worry that benefits resulting from his actions to improve 
productivity of his firm are getting diffused throughout society and 
that he or other members of his firm are not directly or propor- 
tionately benefiting from his actions. He will still continue to make . 
such efforts due to his strong ideological and cultural motivation. 
Gandhi's vision of a nonviolent society has long been a notion of a 
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society whose elite are selfless, altruistic, classless, equal, and dedi- 
cated individuals. He wanted them to engage in yajna (acts directed 
to the welfare of others without desiring any return for it).'? Gan- 
dhi sees the ultimate goal of a Gandhian society as the achievement, 
not of material welfare per se, but development of truthful and non- 
violent human beings. 

Fourthly, a Gandhian economic system postulates participatory 
democracy in all institutions and emphasizes that economic deci- 
sions should be group-negotiated rather than individually-managed 
decisions. Gandhian economists are strong advocates of coopera- 
tives in the sector of agriculture and handicrafts and of increasing 
workers’ involvement in the management of industrial enterprises 
leading to an eventual self-management of the workers. 

Exploitation of the poor or indifference to the interest of the poor 
is usually the result either of the ignorance of the poor or lack of ac- 
cess to articulate their interests in the decision-making process. 
Democracy in the political and economic sphere is absolutely essen- 
tial for compelling the elite to act according to the spirit of trus- 
teeship and to identify themselves with individuals on whom their 
decisions have a significant impact. 

Fifthly, Gandhian economy visualizes village communities as 
primary macro units; with the primary responsibilities to attain the 
goals of full employment, economic equality, and self-reliance. At 
the macro level, the village communities will have to plan for pro- 
viding full employment and socially determined minimum stan- 
dards of basic necessities to all members of the community. So there 
will be planning, but it will be planning based on full and open par-_ 
ticipation of all members of the community. 

Sixthly, Gandhian economy emphasizes individual choices and 
decisions. It also accepts the system of private property, albeit guided 
by the spirit of trusteeship. Naturally, there is the problem of the 
condition of these decentralized choices and of establishing eco- 
nomic order. Gandhi was never explicit but, I suspect, he would be in 
favour of using the price system as a coordinating signalling 
device—rationing existing supplies and deciding possible changes 
in the output-mix. Product and resource prices will be determined 
at the village level. They will not be determined through the auton- 
omous forces of the market. They will be determined via open 
public discussion at the community level on the accepted criteria of 
justice, equality, and fairness. 
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Such consensus prices will certainly be different from prices that 
emerge from the working of the market system in actual practice. 
Conceptually, they are likely to be closer to the ones that may 
emerge from the “‘ideal’’ market system as depicted in conventional 
micro-economic textbooks. The ‘‘actual’’ market prices differ from 
“ideal” market prices partly due to monopolies and rigidities and 
partly due to incomplete and inadequate knowledge and informa- 
tion. Consensus prices will be based on more complete and full in- 
formation. ‘‘Ideal’’ market prices are also vitiated from the impact 
of prevailing income inequality. Consensus prices are likely to 
be more representative of social preferences and social productiv- 
ity of resources. 

Seventhly, a Gandhian economic system will be characterized by 
some income differentials that are functional in the sense that they 
are necessary for ensuring the growth of the individuals concerned. 
Gandhian economists are not in favour of dead equality. They just 
want these differentials acceptable in terms of differences in need, 
equity, fairness, and attainment of social goals. These differentials 
have to be validated by open and full discussions of differing needs 
by the members of the group. The principle guided by “‘to each 
according to his need” does entail the possibility of income dif- 
ferentials. Such income differentials do not evidence absence of 
equality; they evidence the attainment of “true” equality. It must 
be stressed that the Gandhian emphasis on non-possession is likely 
to reduce such differentials to a minimum. 

Finally, Gandhian goals of full employment and providing mini- 
mum standards of consumption to all can be easily ensured by (a) 
fixing a minimum wage that will enable a worker to buy the mini- 
mum amounts of basic necessities at socially determined product 
prices; and (b) giving him a right to seek a job in productive 
enterprise—farm or firm—in the community. 


Working of the System 


Given socially determined product prices and resource prices, indi- 
viduals will be free to choose their consumption basket and also in 
their occupation choice. Cooperatives or worker-managed firms 
will be open-ended units. Workers will be free to leave and to join 
other units. Such resource mobility will exert pressure to equalize 
minimum wages as well as income differentials in different produc- 
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tive units and/or villages. It is possible that there may be disequilib- 
rium in different sub-markets and also that it will result in surpluses 
and shortages. The community will correct it in the short run via 
changes in inventories and rationing and in the long run by appropri- 
ate changes in production, investment, and training programmes 
as well as by appropriate changes in product and, if necessary, re- 
source prices. 

This might seem to be a cumbersome and slow moving mecha- 
nism, but one has to remember that the iteration process of the mar- 
ket mechanism in a capitalist society also operates with consider- 
able time lags and oscillations and may not be convergent at all. 
The market iteration process under capitalism also results in wind- 
fall gains and losses; increasing income inequality and subverting 
the discipline of competitive forces. Such windfall gains and losses 
will be absent in the Gandhian economic system. 


Consumption 


Gandhian economists have usually made a distinction between 
‘“‘basic” and “‘non-basic”’ goods or have used Abraham Maslow’s 
idea of hierarchy of deficiency needs and self-actualization needs. Such 
an ordering of needs raises a difficult question about the role of 
‘“‘non-basic’”’ needs or needs that are by societal consensus neither 
deficiency needs nor self-actualization needs. One cannot deny 
that, in the present-day world, a large part of output is what Gan- 
dhian economists define as “non-basic’’ goods. Gandhian econo- 
mists will have to face up to the problem of identifying “basic” and 
‘“‘non-basic”’ needs and of determining a proper order of hierarchy 
among them. 

If the Gandhian economic system permits individualized choice 
of the consumption basket, it may result in an effective demand for 
non-basic goods. One can certainly argue that it may lead to pro- 
duct differentiation, to seeking of variety for variety’s sake—to the 
detriment of the creative and spiritual growth of human beings. 

I consider this to be a non-question for two reasons. First, the 
perspective assumes that there is a significant homogeneity of con- 
sumer preferences with respect to basic or deficiency needs. Heter- 
ogeneity of consumer preferences that we witness in the present- 
day world is the result of unequal distribution of income. High in- 
come groups, with their surplus purchasing power, seek excite- 
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ment and status via product differentiation. It leads to proliferation 
of non-basic goods. High income groups, by virtue of their wealth, 
power, and status in a capitalist society also define the “good life”’ 
and, via demonstration effect, induce middle and lower classes to 
join the rat race. Heterogeneity of consumer preferences is not a 
natural human condition, but is in reality a by-product of income- 
wealth inequality prevalent in our present-day society. Income in- 
equality will be significantly reduced in a Gandhian society and 
homogeneity of consumer preferences will again come to the fore. 
Secondly, income differentials in Gandhian society will be deter- 
mined through open, social dialogue and through full participation 
of all members. A Gandhian society will make these decisions by 
following Wicksell’s “‘unanimity rule’. If the elite or some other 
group requests a higher income to satisfy some needs, which they 
claim to be necessary for their moral and creative development, 
they will have to justify and convince the other members of the 
validity of their requests. If satisfaction of their unique needs has 
some adverse impact on other groups, e.g. the cutback in their con- 
sumption of basic needs, loss of their jobs, etc., this alternative cost 
will become visible and will be taken into explicit consideration in 
social calculus. Such an open dialogue will enable the society to 
search for an optimum solution. Open and full participation by all 
in the process of decision-making will ensure that the emerging 
hierarchy of needs will be the one that is necessary for the fullest de- 
velopment of all individuals in the group. In short, individualized 
choice of the consumption basket in a state of more equal distribu- 
tion of income/wealth and of a decision-making apparatus that 
affords fullest participation by all affected individuals is unlikely to 
lead to the extreme preponderance of non-basic goods that we wit- 
ness in the present-day world. 

Gandhian economy postulates a system of private property in 
which production firms are privately owned or function as coop- 
erative of workers and farmers. Ultimately all firms would be 
worker-managed and the manager would direct them by example. 
During the transitional stage, there would be two types of firms: 
private firms and worker-managed firms. But is there any guaran- 
tee that the micro decisions of these privately owned firms will 
necessarily be consistent with the objectives of macro-planning at 
the community level? One can certainly argue, following the 
Lange-Taylor argument in favour of market socialism, that Gan- 
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dhian economy, operating under the same technical conditions and 
the same conditions of free entry and exit, is equally capable of 
attaining what economists call ‘Pareto Optimum’ equilibrium. 

A Gandhian economy will be an open economy with full work- 
ers’ participation in the decision-making process. Production and 
sales revenue data will be public data. It will be extremely difficult 
for them to exploit either their workers or consumers. Further- 
more, there will be no incentive to do so; firstly, because in- 
creased profits will be going back to society anyway and, secondly, 
because, as workers and managers, they will be earning only social- 
ly determined wages and rewards of management. 


Savings and Investment 


It is difficult to determine the impact of a Gandhian economy on 
savings and investment. The major thrust of Gandhian economy 
will be to meet basic needs and to provide opportunities for satis- 
fying self-actualizing needs. This is investment for moral and spiri- 
tual development of the present generation and indirectly in the de- 
velopment of future generations. Given the levels of productivity, 
there will be more resources devoted to the development of human 
capital which has now been identified as a major source of growth 
even in the Western capitalist countries. It is possible that workers 
may collectively decide to enjoy an immediate substantial increase 
in consumption and a relatively lower one in the future. It is also 
possible that Gandhian economy may face conflicts between the 
perspectives of different groups in society. Yet, if it works through 
an open participatory process, it will be possible to build up a con- 
sensus as to the “‘ideal”’ social rate of time preference. 


Technology 


A Gandhian society will be a very creative society. It is true creativ- 
ity that is the quality of the individual. A Gandhian society opens 
up access to the intellectual heritage of a society to all groups in the 
society. Those constituting the forty per cent of the bottom of the 
society usually have very limited access in the present-day non- 
Gandhian societies. Population is a pool of creative talent. Natural- 
ly opening of access to the poor sections increases the society’s 
capacity for invention-innovation transformation. | 

A Gandhian society allows to all groups access to the mastery of 
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knowledge, known techniques, and data of science. Such a society, 
because of participatory democracy, being its basis, will induce 
these creative individuals to focus their energies to increasing the 
productivity in the subsistence sectors of the enonomy where 70 to 
80 per cent of the labour force works. They will get an opportunity 
to engage in a dialogue with their peers. They will get a chance to 
experiment and have inducements to persevere in their efforts. 
Workers are keenly aware (because of their participation in man- 
agement) of the rationale behind their activity and are able to evalu- 
ate the impact of innovation on the productive and distributive re- 
lationships in the society. They are able to perceive the benefits to 
themselves and to the society of the innovation that is under con- 
sideration. They are, therefore, likely to be more responsive and re- 
ceptive to new ideas. The risk factor that stifles creativity among 
producers with very limited resources will be absent, as the society 
will bear the risk of innovation after it is approved by the society. 
Surely, if creative individuals in a society are guided by the philoso- 
phy of individual self-interest, have strong links with the indus- 
trialized capitalist and communist world, and aspire to attain the 
standard of living prevailing in the Western countries, they may de- 
cide, after enjoying the benefits of Gandhian society, to migrate to 
the Western world. The educational system in a Gandhian society 
will have a strong component of idealism so as to counteract such a 
tendency on the part of the creative individuals. Yet, on the whole, 
a Gandhian society will be a more creative society. 

It should be stressed that the direction and thrust of this creativity 
will be entirely different from what one observes in the present-day 
Third-World countries. Most of the research and developmental 
activity in the world is concentrated in industrialized countries of 
the West and is focused on their problems, using highly capital and 
skill-intensive techniques. Research and developmental activities in 
poor countries are just an imitation and extension of research and 
developmental activities in rich countries. They also focus on the 
problems of rich countries and use the same skill and capital- 
intensive research techniques. Creative individuals in poor coun- 
tries do this because it brings them academic and professional pres- 
tige, grants from national and international organizations, and a 
possibility of migration to rich countries. In a Gandhian society, 
research and developmental activities, its goal, its adoption, the dis- 
tribution of its gains, will be controlled by workers. Naturally they 
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will insist that creative persons focus their energy on studying their 
problems, develop innovations that will increase their productiv- 
ity, and build up consensus about the distribution of gains from in- 
novation and sharing of costs of innovation. In short, modes of 
production will be different because relations of production are 
different in the Gandhian society. 


The Information Structure 


The insistence on the doctrine of Swadeshi, on participatory democ- 
racy in decentralized economic units, on the spirit of trusteeship 
on the part of the elite, and the willingness to use the market system 
in the allocation of consumer goods, significantly reduces the infor- 
mational needs of the Gandhian economic system. Formulation of 
goals, basic data gathering, elaboration of alternative plans and the 
evaluation of these plans in the light of objective functions and pre- 
dicted values of uncontrollable events, choice of optimal plan, 
transmission of commands to production agents and continuous 
monitoring of the actual state, will take place in an open atmos- 
phere. The reduced ability of managers to preserve secrets and the 
general availability of all information to the general public will en- 
able all sections to contribute their unique perspective to the for- 
mulation of final consensus. The decentralized nature of the eco- 
nomy will reduce the volume of information moving along vertical 
channels. It will, therefore, reduce the adverse impact of an incor- 
rect or low quality information reaching the higher echelon. It is 
possible that enterprise managers will have to be adept in perform- 
ing the political task of developing and maintaining consensus 
about management policies. Performance of this task will be an aid to 
their spiritual growth. Moreover, Gandhian economy will not 
emerge from thin air. It will be a movement from the existing 
situation. One will, therefore, need information about and an evalua- 
tion of incremental changes from the existing situation. This task is 
less arduous. 


Can Individualism Survive? 


Gandhian economy emphasizes communication, community, and 
commonality. Will this not endanger individuality? The emphasis 
on understanding an individual as a social being, functionally being 
the part of the group may overshadow his conception as ‘an entity 
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aside from groups, outside or above groups. Schism, dissent, and 
disloyalty will face anathema in an economic system where com- 
monality is glorified. How would you preserve dissent or expres- 
sion of individuality? Gandhian society has several in-built mech- 
anisms to control abuse of power by the elite. These mechanisms are: 


(a) right to minimum living standard and right to a job; 

(b) full participation by all in the decision-making process; 

(c) complete access to all information; 

(d) clear definition and careful enforcement of elite’s preroga- 
tives and responsibilities; and 

(e) right to nonviolent non-cooperation and civil disobedience 
(satyagraha) granted to all individuals. 


These mechanisms will help individuals to take themselves away 
from the rigidities of orthodoxy and from the fanatical furies of col- 
lective bodies. 


Conclusion 


The organizational, informational, and motivational structure of 
the Gandhian economic system is, at least in theory, as viable as the 
blueprint of a competitive economy as portrayed in our standard 
texts on economics. Gandhian economy can and will use the price 
system in the allocation of goods and to signal changes needed in 
the output-mix. In fact, the smallness of size and large number of 
firms plus the public availability of all information makes Gandhian 
economy more akin to the “ideal’”’ competitive system than the 
ones actually prevailing in the Western world. A Gandhian eco- 
nomic system, therefore, is likely to be more efficient in the attain- 
ment of the twin goals of such a society—full employment and eco- 
nomic equality. 
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CHAPTER NINE 


Implicit Socio-Economic Analysis in 
Gandhian Thought* 


Amritananda Das 


SocIAL Science often gains some of its most valuable insights by 
rephrasing and re-analyzing the ideas of social reformers with more 
precision and local rigour than they themselves could apply. This 
process is particularly likely to pay rich dividends when the influ- 
ence of the reformer has been persistent, indicating that his ideas 
have a close relation with some important and powerful force in so- 
cial reality. In view of the continued power and appeal of the ““Gan- 
dhian message’, it seems, indeed, a pity that Gandhian socio- 
economic thought has not been given this kind of treatment.! 

This statement might appear somewhat surprising, considering 
the vast body of “interpretative literature’? on Gandhism. While I 
have not covered the entire corpus, I am familiar with enough of it 
to make the confident statement that the implicit analytic frame- 
work behind the concrete Gandhian - policy-recommendations 
(which are ex-definitio circumscribed and limited by the facts of the 
actual case) is not generally understood. This leads to the fact 
(which Dr Rammanohar Lohia notices with regret”) that Gandhi 
has not been succeeded by a disciple who can interpret him in 
accordance with changing circumstances.” 

It is true that this reappraisal of Gandhism has been delayed by 
some peculiarities in the mode of presentation of Gandhian 
thought. First, Gandhi was pre-eminently a practical man in- 
terested more in the policy problems of the moment than in sys- 
tematic presentation of analytic schemata. It is doubtful whether 
even Hind Swaraj is in any sense more than a “programme’’. But an 
even more important force in repelling serious scholarly attention 


*This article was originally published in Quest, Winter 1966, pp. 20-29. 
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was the fact that Gandhi was a man of strongly held ethical convic- 
tions and equally stubborn fads.* This makes his concrete policy re- 
commendations take on a faddist colouring which has been behind 
the persistent opinion that Gandhism is nothing more than a com- 
pendium of reactionary prejudices. 

If, however, we separate the socio-economic analysis implicit in 
Gandhian thought, we will find many elements that are valuable 
for a proper understanding of the dynamics of socio-economic 
transformation of underdeveloped countries as well as for the prob- 
lems of evolving adequate policies for guiding and accelerating de- 
velopment. As we proceed in our analysis, it will become clear that 
most of the Gandhian insights are not objectively new in the sense 
that they are not to be found in any part of the modern analyses of 
economic development. Nevertheless, the study of the Gandhian 
analysis is helpful not merely in suggesting a new interrelationship 
between known facts but also from a practical point of view. 

The practical importance arises from the fact that a democratic 
planning process cannot be successfully carried out unless it can be 
explained to and understood by leaders all down the line from the 
“centre” to the “‘village’’ level. It is important for the successful 
selling of ideas that they be cast in a thought-form conformable to 
the socio-cultural context in which the plan is to be implemented. 
The Gandhian “thought form”’ can be easily understood by village- 
agrarian masses in any major traditional peasant society, particular- 
ly of course, by Indians and Southeast Asians. The “thought- 
forms” of modern growth economics are developed in a cultural 
context alien to traditional peasant cultures and hence they face an 
almost impenetrable barrier of incomprehension.? Hence, from at 
least the didactic point of view an analysis cast in Gandhian terms 
and yet clarified and sophisticated by the modern analysis of the 
problems of development can be immensely valuable.°® 


IN the rather limited scope of this article we cannot attempt to cover 
the whole of Gandhian socio-economic thought; the best we can do 
is to isolate the central problem of Gandhian analysis (“‘central” in 
the sense that the analysis of the possibility of equilibrium with in- 
voluntary unemployment is “‘central’’ to Keynesian economics). 
This I believe to have been the problem of rural-urban conflict and 
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village decay in underdeveloped economies. Of course, Gandhi ex- 
amined the problem mostly in connection with the situation in - 
British India, but his analysis can be easily generalized to embrace 
all overpopulated colonial economies. 

It was, of course, an undeniable fact that village India had been 
actively retrogressing during much of British rule, even though 
some fairly prosperous industrial areas and “‘primate’’ cities like 
Calcutta, Bombay or Madras had been established. The pre- 
Gandhian analysis of the “economic consequences of the British 
Empire”’ tended as a rule to ignore this phenomenon. 

We may distinguish, broadly, two stages in pre-Gandhian 
thought. In the period corresponding to the Bengal Renaissance the 
““Westernised”’ elite regarded the contact between Britain and India 
as beneficial. To a great extent this was due to the extreme impor- 
tance they placed on “‘modernisation”’ in all spheres, but to a very 
great extent this was also due to the rigid free-trade principles they 
imbibed.’ 

With the rise of an indigenous industrial bourgeousie, the atti- 
tude towards the British underwent an important transformation. 
The analysis of the ways in which British colonialism was retarding 
the economic progress of India ran in terms of the deliberate de- 
struction of Indian handicrafts, heavy and iniquitous tariffs and 
land-revenue systems, the transfer of surpluses from India to Great 
Britain by the system of Home Charges, discriminatory policies 
checking the growth of Indian industries, “‘unfair’’ free trade and 
even the deliberate creation of a “clerk mentality” through 
education.® 

The analysis was neo-mercantilist in character and represented 
adequately the class-ideology of the rising Indian bourgeoisie. 
R. C. Dutt recognised the Listian character of much of this type of 
analysis and specifically quoted from List to support his “infant 
economy” argument about India.” As was perhaps only natural, 
_the Indian ‘‘neo-mercantilism”’ neglected the possibility of a con- 
flict between village and urban interests relying on the spread- 
effects of urban industrialisation to “‘ultimately”’ raise the level of 
economic development and the standard of living of the village. 
More often, however, they treated the Indian economy as a collec- 
tive and failed to recognize the problems inherent in the socio- 
economic dualism that was being created. 

It was the great achievernent of Mohandas Karamchand Gandhi 
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to recognize the existence of this conflict of interest. He arrived at it 
because he was the first Indian leader ‘village minded”’ enough to 
look into the problems of the villagers’ poverty in detail. He came 
to the conclusion that the villagers’ growing poverty was due to the 
fact of excess pressure of population on agriculture and was percep- 
tive enough not to be content with a pseudo-Malthusianist’® ex- 
planation of the process. He saw that the problem was not basically 
a matter of the so-called “‘untrammelled fecundity of the Indian 
masses” (though he recognized that population-increase may 
aggravate the situation). Rather, he saw the problem as a conse- 
quence of the decay of alternative occupations. 


GANDHI realized that the loss of villagers’ alternative occupations 
was not only due to “Manchester” and “‘Lancashire’’, but also to 
the rise of Indian mills mass-producing the commodities that had 
been traditionally produced by village handicrafts. The “back- 
wash”’ effects of urban economic growth were stronger than the 
“spread effects”.'! ‘‘Strange as it may appear”’, he said, ‘“‘every mill 
generally is a menace to the villagers. . .”.!? “Bit by bit’’, he writes 
elsewhere in the same passage, “the villagers are being confined 
only to the hand-to-mouth business of scratching the earth. Few 
know today (16 November 1934) that agriculture in the small and 
irregular holdings of India is not a paying proposition.”’!* The “‘ex- 
tinction of village industries”, he concludes, “will complete the ruin 
of . . . the villages of India.”’ 

The humanist in Gandhi refused to recognize this process as in- 
evitable. It was a fundamental creed with him that social evil and 
economic exploitation go on because they are allowed to go on. 
Nothing was inevitable in social reality but thinking made it so. His 
examination of the problem was therefore incomplete until he had 
isolated the reason why the economic evil of the decaying villages 
did not automatically set in motion social forces that would result 
in an interference with the economic forces in the “higher ethical 
interest’. 

In analyzing this problem Gandhi had the important insight that 
the root of the problem lay in the emotional divorce of the city elite 
from the village masses. This dissociation was due to the fact that 
the elite had adopted the culture of the Western city-civilization and 
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had, thus, become even more “‘foreign-minded”’ and indifferent to 
the village than is inevitable in city people of any other civiliza- 
tion. '* 

This emotional dissociation of the city elite from “‘the spirit of 
India’”’ allowed city industrialists to become an “exclave’’ of the 
village-Indian economy and to behave in a way that, was indistin- 
guishable from the way in which a foreign exploiting power be- 
haves towards an underdeveloped agrarian economy. 

From this dualization of the Indian economy into a modern West- 
ernized sector and a backward village economy arose subsidiary vi- 
cious circles that led to cumulative impoverization of the village 
economy. Gandhi noticed the fact that the “lure of the city’”’ was 
drawing away the more progressive elements of the village eco- 
nomy to the city, making the village population even more back- 
ward and weaker than it would otherwise have been. 

Gandhi also noticed that the Westernization of consumption pat- 
terns was diverting the demand of the richer sections of the village 
sector into the city market where foreign goods were available. 
This resulted not only in robbing the village handicrafts of a steady 
market, but also led, via what would now be called the ‘““demon- 
stration effect’’,!> to the diversion of funds which might otherwise 
have led to capital formation within the village sector into unpro- 
ductive consumption of foreign luxuries. The pernicious effects of 
the capital-drain from the villages into the cities due to higher re- 
turns on capital in the city-sector was also recognized. 

It is against the background of this realization that the city- 
industrial sector was “‘parasitic” rather than “‘generative’’!® in its 
effects on the economy as a whole that we must consider the Gan- 
dhian programme. It was this realization that led to his demand for 
organizing the defence of the village sector against city exploitation 
that led to his much-misunderstood doctrine—the “‘cult of village- 
mindedness’’. 

“For the city-dweller the villages have become untouchable. He 
does not know them and he will not live with them. . .”’, wrote 
Gandhi analyzing the process in his own terms. ‘“‘Not unless you 
(the city-dwellers) switch your minds off the cities to the villages 
can you serve them.” “The cities have exploited the villages”, he 
writes elsewhere, “. . . all I want is that they should readjust their 
lives so as to cease sponging upon the poor village-folk.”’'” 

It was his clear realization that the process of city-village conflict 
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was cumulative and that the continuation of the process could not 
be expected to automatically readjust the situation that led him to 
remark, “... if British rule were replaced tomorrow by Indian 
rule based on modern methods, India would be no better except 
that she would be able to retain some of the money that is drained 
away to England”’.'8 


SINCE Gandhi was faced with the problem of organizing the defence 
of the village economy in the period of British rule—while its end 
was still not in sight—he was forced to organize it by means that 
were available within the village sector itself. Once this is realized, 
the message of the “‘charkha and khadi” and village industrializa- 
tion through the development of traditional handicrafts acquires a 
rationality that a superficial study fails to disclose. 

The fact that Gandhi relied on the traditional handicrafts to de- 
fend the village sector has given rise to a widespread misconception 
that he was against modern technology qua modern technology. 
No doubt he often argued in a way that seemed to imply just this. 
But when the direct question was put to him his reply was reveal- 
ing. 

Q. Do you think that cottage industries and big industries may 
be harmonized? 

A. Yes, if they are planned so as to help the villages. Key 
industries, industries which the nation needs, may be centralized. 
But then I should not choose anything to be a key industry that can 
be taken up by the villages with a little organizing. . . . The opera- 
tive phrase is—“‘‘a little organizing’. Gandhi did not want to 
attempt the impossible in decentralization—he, however, believed 
that there is an excessive degree of unplanned and unnecessary 
“‘centralization’’. !? 

His concentration on traditional handicrafts must, therefore, in 
the truest sense be interpreted as his response to the overwhelming 
short-run need to utilize the surplus labour power in the village 
economy. In modern economic terminology he saw that the “‘shad- 
ow price”’ of labour in the village sector was zero and the “‘shadow- 
price’ of capital embodying modern techniques was extremely 
high. His ‘‘khadi-economics” was therefore socially rational. 
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IT is true that Gandhi had an emotional distaste for modern megalo- 
politan civilization as such. It is important to realize that this rejec- 
tion was not a rejection of “‘science”’ or “‘technology”’ qua science 
and technology. It was rather a rejection of the “embodied tech- 
nics”, representing the production-relations of the megalopolitan 
civilization. Since Gandhi’s time it has become a commonplace that 
the wide gap between the social structures and relative abundance 
of factors of production between developed and underdeveloped 
economies make the ‘“‘embodied technics” of the developed econo- 
mies very unsuitable indeed for the underdeveloped countries. 
Modern science and technology can and must be borrowed— 
because, in abstract, they are equally applicable anywhere, but the 
actual machinery, particularly labour saving machinery, cannot be 
borrowed without creating a vast and unnecessary technological 
unemployment problem and exacerbating the social and moral 
costs of industrialization. 

Kenneth Rivett”° has adequately analyzed this aspect of Gandhian 
thought by formulating the question ““what was Gandhi against?” 
His answer is that the Mahatma was fundamentally not against the 
process of economic development, nor against machine civilization 
as such but against the particular brand of “‘capitalistic rationality” 
that leads to a neglect of the social and moral costs of over- 

urbanization and lays an exclusive stress on the personal profitabil- 
_ ity of locating the next factory nearest to the major industrial cen- 
ter. It is impossible not to recognize that Gandhi had a point there. 
Most of the critics of the city civilization and unplanned indus- 
trialization have, of course, made much the same point—he had an 
affinity here with Rousseau and Jefferson as well as with more con- 
temporary critics like Lewis Mumford. But it is essential to recog- 
nize that even the complete rejection of this point of view makes 
absolutely no difference to the basic critique of rural-urban conflict 
in a predominantly agrarian, densely populated, underdeveloped 
economy. It is important to realize this—otherwise the impression 
might be created that a socialist-minded city-planner renders the 
Gandhian analysis obsolete. 


WESTERN analysis has only recently come to a realization of the 
basic ‘‘Gandhian’} problem. When B.F. Hoselitz*’ analyzes the 
possibility of “parasitic” cities and illustrates the concept by refer- 
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ring to cities established by colonial powers in Asia and Africa, we 
find an echo of Gandhian thought. But even then in Hoselitz we 
find a tendency to avoid the real problem by the comforting argu- 
ment that in the (extreme) long run the “‘parasitic’’ cities may turn 
into “‘generative’’ cities. 

There is an interesting parallelism here with the anti-Keynesian 
argument that “‘after all’? the Keynesian analysis of under- 
employment equilibrium is “depression economics”’ and that over 
time the cyclical regenerative forces will lead to recovery and full 
employment. But this is no answer. Keynes’s observation that in 
the long run we are all dead applies, a fortiori, to this situation in 
which the “‘short-run’’, as Hoselitz recognizes, may extend to a few 
generations. 

A closer echo of Gandhian analysis can be found in Hans 
Singer’s** examination of the problems of rural-urban conflict in 
the North-West region of Brazil. In Singer we find the same 
realization that the process cannot be relied on to work itself out. 
Even the analysis of the process has a ““Gandhian”’ ring. 

Another Gandhian argument is now achieving recognition: the 
fact that ‘“‘rural-mindedness”’ is an essential precondition of the 
satisfactory solution of the problem of rural-urban conflict in 
underdeveloped countries. W.W. Rostow writes: “So far as the 
developing nations are concerned it 1s not an accident that rural de- 
velopment should have been generally slighted in the first phase of 
growth. Typically, the modernizing governments have been urban 
coalitions. . . .”” He closes with the ““Gandhian”’ admonition that 
“rural development has been proving, however, not merely [sic] a 
social duty in most of the developing countries but a fundamental 
condition for the maintenance of a high rate of development for the 
society as a whole’’.*° 

It was Gandhi's way to put the ““mere”’ social duty first. But even 
if this “‘ethical’’ mode of expression is not to “‘modern”’ taste, it 
should not prevent us from realizing that in Rostow we have 
another example of the “Gandhian contradiction” in rapid mod- 
ernization of the backward agrarian economy cropping up again. 
Even so cheerful a “‘moderniser’ as Professor Rostow cannot 
afford to neglect the Gandhian problem even though he has 
“successfully emancipated” himself from the backward traditionalist 
ideology implicit in the Ruskinian rejection of modern machine 
civilization. 
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Another important aspect of the Gandhian problem also comes 
to the forefront in the intense debate about inter-regional allocation 
of industries and investment. On the one hand, we have the grow- 
ing points thesis which avers that “‘it is a paradoxical but inevitable 
fact that in order to accelerate the future development of retarded 
regions the growth of industrially more developed areas must be 
encouraged’’.** On the other, we have the group of theoreticians 
who stress the fact that once a backward region is created, it is ex- 
tremely difficult to bring it back into line with the rest of the econ- 
omy no matter how developed the rest of the economy might 
have become. It is true, of course, that this complex problem has 
not been adequately resolved as yet. From the discussion, however, 
the conclusion has emerged that even if greater concentration of in- 
dustrial resources in certain limited areas must be accepted, they 
can only be accepted within the framework of a rational long-range 
plan which specifically incorporates the process of revitalizing 
backward areas after a time. 


THE depth and complexity of this Gandhian problem is such that 
superficial remedies like dilettantist “community development”’ of 
rural communities may not be enough to readjust the vicious circu- 
lar process of cumulative rural impoverization. What is needed—if 
we want a solution not in terms of “traditional handicrafts’, 
which are to some extent growth-hampering—is to develop an in- 
tegrated plan of simultaneous development which consciously tries 
to solve the Gandhian problem. 

This process of solving the Gandhian problem will involve the 
integration of advanced Western science, technology, and social sci- 
ence into the Gandhian framework—a process of separating the 
valuable and utilizable elements from Western culture, “like the 
swan separates milk from water’’. Of course, this is not the only 
way in which Gandhism may be integrated with Western “‘de- 
velopment planning’’. The reverse integration—the attempt to use 
Gandhian motivations and techniques as tools in an essentially 
Westernized process of economic development—is equally, if not 
more, tempting. To a certain extent the Indian attempts to graft 
Gandhian features on to an essentially non-Gandhian plan can be 
regarded as a step in this direction. 
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Dr Milton Singer” has suggested an interesting way in which the 
‘Gandhian ethic’”’ might become an important factor in Indian eco- 
nomic growth. The fundamental problem in starting a growth pro- 
cess is the one of providing the right type of motivations. The diffi- 
culty, as is well known, is that people have to be motivated to de- 
sire economic goods and hence economic development, while, at 
the same time, their propensity to save must be raised in order to 
provide the domestic base for capital formation. 

Max Weber’s”° famous analysis of the role the worldly asceticism 
embodied in the “Protestant Ethic” played in the development of 
modern capitalism is a vivid description of how this problem was 
solved in the birth period of European capitalism. While admitting 
that Gandhism cannot serve as an ethic for emergent capitalism, 
Dr Singer suggests that the Gandhian ethic of simple living and 
hard, methodical and organized work in the service of the com- 
munity, can be utilized to provide the motivation to worldly asce- 
ticism in a socialist framework. He anticipates that future students 
of social science will have to study “the Hindu Ethic and the Spirit 
of Socialism’. 


Ir Indian planners can solve this problem, they will be doing India 
as well as the underdeveloped countries of the world a great ser- 
vice. The exact nature of this solution cannot, of course, be fore- 
seen but it is certain that it would involve Gandhian thinking rather 
than Gandhian policies. — 

There is an even wider context in which the solution of the Gan- 
dhian problem will be of extreme importance—in the field of Inter- 
national Peace and Cooperation. This follows from the realization 
of the predatory nature of the Western machine civilization. 

Gandhi realized that the imperialistic wars of the 20th century 
have their deepest cause in the need that the ‘“‘metropolitan powers’’ 
have for backward agrarian countries to exploit. This is not merely 
a rehash of the Sismondi-Luxembourg argument of the need of 
capitalist economy for a foreign market but something that follows 
essentially from the “predatory nature’ of the city-industrial 
civilization—from the category of violence and nonviolence ap- 
plied to the study of international economic relations. 

Gandhi has repeatedly emphasized that development along 
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capitalist-industrial lines needs either the exploitation of the village 
sector of the country itself or the exploitation of other backward 
agrarian economies. Therefore, if the currently underdeveloped 
economies sought to develop on traditional capitalist lines, they 
would inevitably intensify the imperialist struggle and pose a grave 
threat to world peace. The example of the Japanese-American 
struggle for markets in the Pacific area that led to the rise of 
Japanese militarism which caused the Sino-Japanese war of the 
1930-40s as well as the spectacular holocaust of Japanese imperial- 
ism in the Second World War affords at least a prima facie cause 
for the application of Gandhian analysis to the problems of interna- 
tional political economy. 


At this point it might be interesting to contrast the Gandhian 
analysis with the Marxian view of the nature of colonialism and the 
destiny of ex-colonial peoples, with which it bears striking similar- 
ities as well as fundamental differences. 

The Marxian view of.colonialism (as well as Gandhism) recog- 
nizes the fact that colonialism and the exploitation of under- 
developed economies is a basic necessity for mature capitalistic 
economies. (We are not going here into the question of whether 
colonialism is logically inseparable from developed capitalism; suf- 
fice it to notice that the demonstration of the abstract possibility of 
symbiosis between rich and poor countries involves such far- 
reaching changes in the advanced countries that capitalism as we 
know it will cease to exist.) 

Both views recognize, in addition, the fact that in old densely 
populated agrarian economies, colonial exploitation acts fun- 
damentally as a destructive force, destroying the inoffensive village 
communities. Marx as well as Gandhi recognized that it is sicken- 
ing ‘“‘to human feeling to witness these myriads of industrious 
patriarchal and inoffensive social organizations disorganized and 
dissolved into their units, thrown into a sea of woes, and their indi- 
vidual members losing at the same time their ancient form of civi- 
lization, and their hereditary means of subsistence”’.*” 

Marx, however, regards the process as fundamentally progres- 
sive. To him, the establishment of capitalism in the place of feudal- 
ism is always progressive since it hastens the day of the socialist 
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revolution, no matter whether the capitalism established is an in- 
digenous growth or whether it is crippled colonial capitalism. Im- 
mediately following the above passage we find Marx arguing: 
“The question is, can mankind fulfil its destiny without a fun- 
damental revolution in the social state of Asia? If not, whatever 
might have been the crimes of England she was the unconscious 
tool of history in bringing about that revolution.””* 

Marx, at least, added the qualifying “if not’”—though it was 
largely rhetorical. The Leninist development of the Marxist views 
on colonialism and imperialism categorically stated that both the 
colonising bourgeoisie and the “‘national’’ bourgeoisie were 
progressive forces. In the Lenin-Stalin view, the national liberation 
movement led by the national bourgeoisie was a process in which 
Marxists should enthusiastically join. 

To Gandhi, the process of capitalism conquering the village was 
a retrograde step since he was interested in reviving the rural way 
of life (not the old rural way of life, but a new way, at a higher 
ethical level). He was not bound to the Marxian sequence of 
““feudalism-capitalism-socialism”, which forced Marx to regard 
capitalism as a step towards the establishment of socialism—an in- 
evitable and therefore desirable step. From this orientation Marxian 
thought has still not emancipated itself. 

From this difference again follows a fundamental difference 
between the Gandhian and the Marxian views of the destiny of col- 
onial economies. To Marx it was inevitable that the colonial econo- 
mies would eventually tend to develop into replicas (allowing, of 
course, for differences in environment) of Western socialist econo- 
mies. That is why Engels even envisaged temporary tutelage of ex- 
colonial economies by developed socialist countries. 

Gandhi was antipathetic to the idea of an inevitable movement 
towards modern machine civilization (whether capitalistic or 
socialistic, though he would have preferred socialism). He did not 
regard the problem as one of laying bare the process of an inevita- 
ble historical development but as one of developing the right 
ethical orientation for making the right choice of alternatives of de- 
velopment. To Gandhi, the right choice was not to plunge into 
capitalist development but to develop a ““communaucratic”’ social 
economy, based on decentralized rural life. 

To this extent, the Gandhian framework is at once non-Marxian 
and more general than Marxian. The Marx-Lenin process is a spe- 
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cial case of the Gandhian analysis—an account of the process or 
rather one of the several processes—that will take place if the prin- 
ciple of nonviolence in economic life is rejected. Gandhism can 
therefore take up certain typically ‘“Marxian”’ analyses of the con- 
flict between colonial and monopoly-capitalist economies, whereas 
Marxism must inevitably reject the Gandhian idea that there exists 
a way out of the impasse of a choice between violent socialistic de- 
velopment and violent capitalistic development. It must also reject, 
being bound to the unilinear progress ideology, the possibility that 
a new and higher civilization might grow in the colonial areas— 
which might dispense with some of the ‘‘advanced”’ technology, 
some of the “‘terrifying triumphs” of the machine age. 


Ir the Gandhian analysis be truer, it proves something that is even 
more interesting. It creates a strong presumption that the simul- 
taneous attempt by the major underdeveloped countries to develop 
into mature capitalist powers is ecologically inefficient. In a limited 
environment—in which there is a limited number of entities to be 
preyed upon—only a limited number of predators can efficiently 
co-exist. As soon as more and more predators come into the en- 
vironment (the international situation is even worse since the vic- 
tims turn into predators) the predatory way of life becomes less and 
less successful. Ultimately there must occur an interpredator fight 
to the finish. The catastrophic consequences of this in the age of 
modern weaponry is obvious. 

In Gandhian terms we can say that the only way in which econo- 
mies can co-exist in the international sphere is for predators and 
preyed-upon to adopt a nonviolent way of economic life, for it is 
obviously idle to expect that the victims will meekly consent to be 
victims for any great length of time. 

Some idea of the “insoluble” problems inherent in the ideal of in- 
ternational economic cooperation while the predator-preyed upon 
orientation continues has been clearly projected on the screen of 
world consciousness (Gandhi would have said—the ““World consci- 
ence’’) by the degeneration of the UNCTAD” into a North-South 
confrontation. It has at least done us the service of dispelling naive 
illusions about international cooperation while no “change of heart 
and way of life’ has occurred. 
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What has been demonstrated anew at the UNCTAD is the over- 
whelming need to develop a symbiotic rather than parasite-host 
relationship between metropolitan-industrial and agrarian-rural 
economies. The problem before the world is to devise a scheme of 
international economic co-existence in which it is possible to be 
rural-agrarian as well as prosperous and urban-industrial as well as 
non-exploiting. Again, the solution cannot be specified but we can 
be virtually sure that it will involve the application of Gandhian 
ideas of need-limitation, way of living and nonviolence. Only then 
would the Gandhian ideal of a nonviolent sarvodaya economic 
world be achieved, freed from the dilemma that we cannot be tru- 
ly nonviolent unless we live in a nonviolent way. 


IN conclusion, let me emphasize that the preceding argument car- 
ries no implication that the specific Gandhian policies are the best 
way of solving the Gandhian contradictions. That is about as sensi- 
ble as saying that the first pathologist to have analyzed a disease 
must necessarily have given the best method for curing it. In fact, 
the basic need for separating Gandhian analysis and diagnosis from 
Gandhian prescriptions is based on the anticipation that there may 
exist better solutions. What we have been trying to prove is that an 
international humanist orientation to the economic problems of the 
modern world cannot afford to remain ignorant of the Gandhian 
problems and the Gandhian way of thinking about them. 
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CHAPTER. TEN 


The Economics of Growth and 
Employment: The Gandhian Approach* 


A. M. Huq 


INTRODUCTION 


IN modern macroeconomics, growth and employment are two of 
the major areas of concern, from the point of view of economic 
theory as well as policy. At the theoretical level, growth poses cer- 
tain questions. What leads to growth? What are the preconditions 
of growth? What are the limits on growth? Under what conditions 
can balanced growth be achieved? At the policy level, the attention 
is focused on strategies designed to accomplish specified growth 
objectives. Reliance is placed on public policies to influence the de- 
velopment of resources and technology. The meaning of growth is, 
more or less, taken for granted, that is to say that growth is part of 
economic dynamics. Economics of employment, on the other 
hand, can be either static or dynamic, depending on how one treats 
the element of time. In its static form, economic theory deals pri- 
marily with the determinants of employment, with given re- 
sources, and with given technology. In its dynamic form, it is a 
theoretical inquiry into the process of change over time. It becomes 
an integral part of the economics of growth and, therefore, a part of 
economics. In macroeconomics, it is important to recognize this 
link between growth and employment. It is especially important in 
a discussion of the economics of growth and employment from the 
Gandhian perspective. 

Gandhi did not construct a formal theoretical system which can 


*This paper was originally presented to a session of Indian Economics Studies at the 
Allied Social Science Association Meetings, Atlanta, Georgia, December 28-30, 
1979, and subsequently published in Gandhi Marg, Vol. II, January 1981. 
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be characterized, strictly speaking, as macroeconomics. It is under- 
standable because he had neither any formal training in pure eco- 
nomics nor any interest in building any purely theoretical system. 
From his voluminous writings, however, it is not too difficult to 
deduce certain macroeconomic doctrines relating particularly to the 
central issues of growth and employment. These doctrines may be 
lacking in the underpinnings of a rigorous economic theory but not 
in the power to challenge conventional macroeconomic thinking. 
Perhaps this is what accounts for the inherent vitality of the Gan- 
dhian doctrines. Being an untrained economist was perhaps an in- 
tellectual advantage rather than an intellectual handicap for Gandhi. 
It gave him the freedom, ordinarily unavailable to a professional 
economist, to go beyond the narrowly defined limits of pure eco- 
nomics and raise issues which are highly pertinent and yet are 
generally overlooked in conventional economics of growth and 
employment. By doing so, Gandhi was able to force us to think 
that economic issues are multidimensional and hence it is not suffi- 
cient to be aware of only one dimension. Gandhi’s methodology of 
economic analysis appears to have a great deal of merit, even 
though the particular doctrines that Gandhi formulated on the basis 
of that methodology may be found unacceptable or unworkable in 
a particular society and at a particular stage of history. One can 
hardly belittle its importance as ‘“‘an apparatus of the mind”’. 

For an understanding of the economics of growth and employ- 
ment from the Gandhian perspective, it is essential to familiarize 
oneself with the background of his system of thought. 

First, one must note that the Gandhian doctrines were enunciated 
in the context of the peculiarities of the Indian economy and, there- 
fore, they may not be generalizeable. Economic stagnation, massive 
poverty, urban industrialization coupled with rural de- 
industrialization, large-scale rural unemployment and_ under- 
employment, gross inequality of income distribution, heavy de- 
pendence of rural population on urban industries, concentration of 
industrial power and productive capacity in urban centers, heavy 
reliance on imported, large-scale technology, and inter-sectoral im- 
balance reflected in urban affluence and rural poverty are some of 
the important characteristics of the Indian economy that influenced 
the orientation of the Gandhian doctrines of growth and employ- 


ment. 
Second, one must keep it in mind that Gandhian doctrines— 


economic, or political, or social—cannot be fully understood out of 
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context of his broader philosophical system. He built this system 
on the cornerstones of two fundamental philosophical concepts: 
truth and nonviolence. It is, therefore, understandable why an 
essentially moral approach towards the individual and society per- 
vades through all the Gandhian doctrines, his doctrines of growth 
and employment being no exception. It was impossible for him to 
offer an economic doctrine that did not embody his moral philoso- 
phy. In his own words: “Economics is untrue which disregards 
moral values. The extension of the law of nonviolence in the do- 
main of economics means nothing less than the introduction of 
moral values.’”! 

Gandhi conceptualized an ideal social order on the basis of the 
given structural characteristics of the Indian economy and his fun- 
damental philosophy of life. This social order was to be one of a 
nonviolent, non-exploitative, humanistic, and egalitarian society. 
Gandhi’s doctrines of growth and employment relate to this par- 
ticular kind of a social order. These doctrines suggest a process 
which, he believed, would bring about a transformation of the 
Indian socio-economic system, making it move towards its con- 
vergence with the ideal system that he envisioned. 

This paper is aimed at the delineation of the Gandhian doctrines 
of growth and employment. To what extent these doctrines are 
operationally meaningful or to what extent they have been im- 
plemented in Gandhi’s own country are pertinent questions but 
they are considered outside the scope of this paper. The primary 
purpose here is to attempt a systematic exposition of these doc- 
trines as a set of ideas and an exposure to an alternative system of 
thought, compared to conventional macroeconomics. 

In our view, there are two major doctrines which may be called 
the Gandhian doctrines in this respect. One of them may be termed 
as the doctrine of growth and the other as the doctrine of employ- 
ment. 


The Doctrine of Growth 


The Gandhian doctrine of economic growth is derived from a 
general theory of growth where growth is a function of a multitude 
of variables—economic, political, mental, and moral. This general 
theory, therefore, relates to man as a whole—not just to the eco- 
nomic man or political man or the spiritual man. As such, it has to be 
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responsive to the entire hierarchy of man’s needs—economic, poli- 

tical, mental, and moral. “The end to be sought”’ , he wrote, “‘is hu- 

man happiness combined with full mental and moral growth’’.? 

The Gandhian doctrine of economic growth, being a part of his 

general theory of growth, cannot meaningfully be formulated 

purely in economic terms. 

In looking at growth as a multi-process activity, Gandhi recog- 
nized the possibility of conflict among various growth objectives— 
for instance, the conflict between material growth and moral 
growth. Because of his deep roots in Indian philosophy having a 
general anti-materialistic bias, and because of his deep concern for 
poverty among the Indian masses, his pragmatic mind pointed in 
the direction of reconciliation of conflicts among growth objec- 
tives. He was convinced that given proper planning and guidance, 
such conflicts would not necessarily emerge. He realized that with- 
out economic progress, poverty cannot be eradicated. At the same 
time, he was fully aware of the negative externalities that may re- 
sult from uncontrolled economic progress. In Gandhian econo- 
mics, the notion of negative externality has to be defined in a much 
broader framework than is generally done in conventional theory 
of social costs. Here it must encompass all the distortions in various 
relationships in which man is involved, such as the relationship be- 
tween the village and the city. Gandhi was convinced that with 
appropriate strategies for development and social experimentation, 
it would be possible to achieve a certain pattern and a certain pro- 
cess of economic growth that would not only minimize these 
potential distortions but would also immensely enhance the value 
of economic progress for man and society. > 

For a synthesis of various ideas that Gandhi expounded, one may 
construct what may be called a Gandhian Doctrine of Balanced 
Growth. In such a doctrine, one may identify the following ele- 
ments: 

(a) Philosophical Balance: a balance between economic progress and 
moral progress. To:achieve such a balance, one must shift the 
emphasis from maximization to optimization of production, 
from abundance to adequacy of the production of material 
goods and service. 

(b) Structural Balance: a balance between the rural and urban sec- 
tors of the economy. To achieve such a balance, growth of the 
urban sector must not take place at the expense of the rural sec- 
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(c) 


(d) 


(e) 
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tor. Here one must shift the emphasis from centralization to 
decentralization of economic activities. 

Ecological Balance: a balance in the relationship between man 
and his environment. Long before social concern grew over the 
environmental crisis in the Western industrial societies, Gandhi 
showed his awareness of this crisis as a natural by-product of 
uncontrolled economic progress and autonomous development 
of modern, large-scale technology. He stressed the need for de- 
liberate choice of technology and for restraints on the level of 
production in order to maintain a proper balance between man 
and his environment. 

Technological Balance: a balance between small-scale and large- 
scale technologies. Gandhi’s views on technology have often 
been misinterpreted. Gandhi was not opposed to the use of 
modern technology as such. He was opposed to indiscriminate, 
non-selective adoption of imported technology, purely based 
on its effect on productive capacity. In the context of the Indian 
economy, he saw a tremendous need for the development of 
small-scale technology that would increase the efficiency of ru- 
ral production without creating any technological displacement 
of labour. At the same time, he saw the need for large-scale 
technology for which the ideal location would be large urban 
centers. The point that he strongly emphasized is that the adop- 
tion of Western technology to economize on labour and expand 
production at the cost of rural de-industrialization and mass un- 
employment was not the proper choice of technology under 
the prevailing economic conditions in India. He endorsed a 
proper mix of technology in order to optimize the social ben- 
efits of science and technology.° 

Distributional Balance: a balance in income distribution. Given 
the existence of gross inequality, to achieve a greater balance 
would require strategies to redistribute income. In the context 
of a growing economy, Gandhi’s doctrine may be interpreted 
as a doctrine of dynamic equilibrium in the pattern of income 
distribution so that exploitation is reduced to the minimum. In 
modern growth theories, the problem of income distribution is 
generally assumed away. Gandhi was fully aware that a high 
rate of growth does not necessarily guarantee an equitable dis- 
tribution of income. The latter issue is tied up not so much with 
the rate of growth as with the pattern of growth. This is the 
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reason why Gandhi was opposed to Western-style economic 
progress through urban-oriented large-scale industrialization. 
He would settle for a slower rate of growth for the sake of a 
greater diffusion-of technology and productive capacity to 
revitalize the rural economy and also for the sake of a greater re- 
gional balance in the distribution of income. 


A growth model that incorporates the elements described above 
may aptly be described as “‘magnificent dynamics” in a Gandhian 
way. This dynamics is for the ‘‘enlightened”’ man and not for just 
the “economic” man—man who wants to produce not only eco- 
nomic goods and services but also non-economic values that he needs 
for his total sustenance. Satisfying behaviour rather than maximiz- 
ing behaviour would characterize man in a growing society that 
Gandhi envisioned. 

This model has the characteristics of a dynamic equilibrium far 
beyond the scope of the economics of steady growth. It forcefully 
draws attention to the fact that if steady growth means growth 
without disturbance, all forms of disturbance must be recognized. 
A growing society in which balance is maintained between econom- 
ic progress and moral progress, between the rural and the urban, 
between man and his environment, between small-scale and large- 
scale technology, and in income distribution, reflects the essence of | 
the Gandhian version of dynamic equilibrium. Its relevance to 
some of the most critical problems of modern society is self- 
evident. 


The Doctrine of Employment 


The Gandhian doctrine of employment is closely linked to his doc- 
trine of growth. Gandhi had a profound concern for the problem of 
unemployment and poverty, especially in the rural sector of the In- 
dian economy. He favoured such a pattern of economic growth and 
industrialization and such a choice of technology that would help 
alleviate rural unemployment and narrow the gap between the rural 
income levels and the urban income levels. In conventional eco- 
nomics of growth, it is not often recognized that a process of growth 
that maximizes production does not necessarily maximize employ- 
ment. Much depends on the nature of the techno-structure of pro- 
duction. Gandhi was convinced that indiscriminate adoption of 
Western technology of mass production would, in all likelihood, 
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aggravate the problem of rural unemployment by destroying rural 
industries, even though national output would show significant ex- 
pansion. His attack on the problem of rural unemployment was 
through decentralization of economic activities, revival and mod- 
ernization of small-scale rural industries, and adaptation of modern 
technology to serve the needs of such industries. Gandhi’s emphasis 
on rural industrialization and job creation in the rural sector is 
understandable in the context of the demographic rural-urban dis- 
tribution in India. There the bulk of population is concentrated in 
the rural areas and the problems of unemployment and poverty are 
essentially of rural origin. Given the nature of such structural em- 
ployment, in contrast with unemployment associated with de- 
ficiency of aggregate demand in industrial societies, the Gandhian 
doctrine of employment makes a great deal of sense. For a problem 
that is structural in nature, an appropriate remedy has to be some 
sort of restructuring of the economy. That is precisely what the 
Gandhian doctrine of employment is about. 

If we look at the structure of the Indian economy in a simplified 
way, it can be broken down into two primary sectors: the rural sec- 
tor and the urban sector. Gandhi was convinced that the hard core 
of the problems of unemployment and under-employment lies in 
the rural sector and although, strictly speaking, the problems were 
not peculiar only to the rural sector, on the basis of sheer number, 
the rural problem posed the greatest challenge to India’s progress. 
He saw no alternative to the solution of this problem except 
through decentralization of economic activities and creation of vi- 
able rural economies. These economies were to be re-built with an 
optimum mix of industrial and agricultural enterprises, responsive 
to the needs of the villages and their immediate neighbours. It is not 
difficult to see how the Gandhian doctrine of Swadeshi relates to his 
doctrine of rural development and employment. If ‘““Swadeshi’’ is 
defined as “‘the spirit in us which restricts us to the use and service 
of our immediate surroundings to the exclusion of the more 
remote’’,* it is obvious that rural industries and rural employment, 
in the process of expansion, have to produce goods and services to 
meet the needs of not only the rural community but also those of 
the neighbouring communities. The implicit notion of service and 
the welfare content of employment importantly differentiates the 
Gandhian doctrine of employment from the conventional theory of 
employment in modern economics. 
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We have so far presented the Gandhian doctrine of employment 
in a macroeconomic context. At the microeconomic level also, the 
Gandhian doctrine introduces certain concepts that are distinctive. 
To him, work or employment is not only an economic concept but 
also a moral and metaphysical concept. It is a source of income 
without exploitation. It is an instrument of service. It is an instru- 
ment of self-realization. The moral and metaphysical notion of 
work, which Gandhi derived essentially from the Bhagavadgita, is 
noted for its famous doctrine of work.° This attitude towards work 
explains, to a great extent, why Gandhi put so much emphasis on 
the creation of more jobs rather than on the production of a larger 
output, if, at all, a choice has to be made. 


Conclusion 


The Gandhian doctrines of growth and employment, being consis- 
tent with his fundamental social philosophy, rightly belong to the 
Gandhian welfare economics. This particular formulation of the 
doctrines was dictated by his overriding concern for social and indi- 
vidual welfare. As is well known, welfare, to Gandhi, was a com- 
posite concept, partly economic, partly moral, and partly spiritual. 
One can almost conceptualize a sort of a grand social utility 
function—multidimensional social utility function in contrast to 
what is termed as the one-dimensional social utility function in 
conventional microeconomics. This approach forces the economist 
to look beyond the purely economic needs of man. There are other 
worlds and other needs which it might be worthwhile for the 
economist to relate in a meaningful way. One may not necessarily 
accept the Gandhian view of other worlds and other needs. But the 
important issue in any case is: Should we recognize the other 
dimensions of life to which economics must relate? Gandhian eco- 
nomics strongly suggests that we should. 


NOTES 


‘Nirmal Kumar Bose [1948], p. 41. 
*Quoted in M.K. Gandhi [1958b], p. 124. 
3See Amlan Datta [1970]. 

“See D.G. Tendulkar [1960], Vol. 1, p. 226. 
>See B.N. Ganguli [1973], p. 259. 


CHAPTER ELEVEN 


The Doctrine of International Trade: 
A Gandhian Perspective* 


A. M. Huq 


INTRODUCTION 


THE purpose of this paper is to formulate a doctrine of international 
trade from the Gandhian perspective, compare it with the conven- 
tional doctrine and examine the relevance and significance of the 
Gandhian approach in the modern world. 

Compared to other Gandhian doctrines such as the Doctrine of 
Trusteeship, the Doctrine of Non-Possession etc., it is consider- 
ably more difficult to construct a doctrine of international trade for 
two reasons: (a) in the voluminous writings of Mahatma Gandhi, 
the material on international trade is rather meagre, primarily be- 
cause of his mental pre-occupation with the domestic economy of 
India; and (b) other Gandhian doctrines, especially the Doctrine of 
Swadeshi, are difficult to reconcile with a positive doctrine of inter- 
national trade without fear of contradiction. However, it is possible 
to present a Gandhian doctrine of international trade, provided one 
is prepared to dive beneath the surface of Gandhi’s observations on 
international economic relations and on the nature and scope of 
Swadeshi. Then many seeming contradictions disappear and a 
meaningful and positive doctrine of international trade emerges 
that can be integrated easily into the total system of Gandhian 
economics, consistent with the central principles of Gandhian phi- 
losophy. 


*This paper was originally presented at a session of the Association of Indian Econo- 
mic Studies at the Allied Social Science Association Meetings on 29 December 1982 
in New York. 
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DOCTRINE OF INTERNATIONAL TRADE: 
‘THE CONVENTIONAL PERSPECTIVE 


By way of contrast, it will be instructive to keep in mind the essen- 
tial elements of the doctrine of international trade, as presented in 
conventional economics. This doctrine, as we know it, has evolved 
out of the writings of a group of illustrious economists that include 
David Ricardo, John Stuart Mill, Alfred Marshall and, more re-_ 
cently, Paul Samuelson and Gottfried Haberler. 

From these sources, we have learnt to explain the logic of inter- 
national trade in terms of comparative advantage, the determina- 
tion of the equilibrium terms of trade in terms of reciprocal demand 
and offer curves, and the gains from international trade in terms of 
higher levels of social utility. This, in a nutshell, is the pure theory 
of international trade. The philosophical foundation of this theory 
is the Principle of Maximizing Behaviour or Economic Rationality. 
As such, it recognizes maximization of economic gains as the fun- 
damental purpose behind international trade and no other higher 
purpose. It is centered on the issue of efficiency in the allocation of 
global resources. It is silent on the issue of equity in the distribution 
of gains from international trade. The welfare propositions derived 
from this theory are linked with the notion of demand rather than 
need. It concentrates on levels of economic well-being based on ac- 
quisition of goods rather than on the effect of trade on levels of 
domestic employment. This theory leads directly to the doctrines 
of free trade among nations, international specialization rather than 
diversification, and mutual dependence based on given inequalities 
of factor endowments. 

The Gandhian doctrine of international trade, to be formulated, 
provides a refreshingly different perspective; indeed, a challenging 
one. 


DOCTRINE OF INTERNATIONAL I RADE: 
‘THE GANDHIAN PERSPECTIVE 


Any discussion of international economic relations in Gandhian 
economics should logically start with an analysis of his famous 
Doctrine of Swadeshi. In this doctrine, as in all other Gandhian 
economic doctrines, ethics and economics are inseparable. As an 
economic principle, Swadeshi means a consumption preference for 
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domestic goods against preference for foreign goods. As a moral 
principle, Swadeshi embodies the principle of service to one’s 
neighbours in the domestic economy. In Gandhi’s own words: “A 
votary of Swadeshi will carefully study his environment, and try to 
help his neighbour wherever possible, by giving preference to local 
manufactures, even if they are of an inferior grade or dearer in price 
than things manufactured elsewhere.’”' In another context, he put it 
more forcefully: “It is sinful to eat American wheat and let my 
neighbour, the graindealer, starve for want of customers. Similar- 
ly, it is sinful for me to wear the latest finery of Regent Street when 
I know that if I had but worn the things woven by the neighbour- 
ing spinners and weavers, that would have clothed me, and fed and 
clothed them. ’’? 

It is obvious that in advocating the Doctrine of Swadeshi, Gan- 
dhi is rejecting the Principle of Comparative Advantage. From in-_ 
tuition and observation, Gandhi was convinced that trade and other 
forms of international economic activity based purely on the princi- 
ples of comparative advantage and international division of labour, 
could easily degenerate into instruments of exploitation of one na- 
tion by another, of the poor by the rich, of the weak by the strong. 
It is interesting to note that the negative welfare aspects of interna- 
tional economic relations based purely on comparative advantage 
have been recognized by professional economists who have very 
little to do with Gandhian economics. These writers have seriously 
questioned the existence of equity in the distribution of gains from 
trade and investment among nations.° 

In a typical pattern of trade between a dominant industrial econ- 
omy and a dependent under-developed economy, Gandhi saw 
two forms of exploitation: (a) exploitation of one nation by another 
nation and (b) exploitation of the rural poor by the urban elite in the 
dependent country. Gandhi derived this insight from his observa- 
tion of the pattern of trade between England and India. Such ex- 
ploitation appeared to him as a flagrant deviation from the fun- 
damental principles of nonviolence and international morality. 
And he wrote: ““The extension of the Law of Nonviolence in the 
domain of economics means nothing less than the introduction of 
moral values as a factor to be considered in regulating international 
commerce.’” 

In humanistic terms, Gandhi’s Doctrine of Swadeshi challenges 
the central principle of conventional economics: the principle of 
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maximizing behaviour. The economic law that man must buy in 
the best and the cheapest market was criticized by Gandhi as one of 
the most “inhuman” among the maxims laid down by modern 
economists. In equally forceful language, Ruskin, who profoundly 
influenced Gandhi, wrote: “‘So far as I know, there is not in history 
record of anything so disgraceful to the human intellect as the mod- 
ern idea that the commercial text ‘buy in the cheapest market and 
sell in the dearest,’ represents, or under any circumstances could 
represent, an available principle of national economy.’”? Both Rus- 
kin and Gandhi are suggesting that there are values higher than 
purely economic values, call them “Shuman values” if you will—a 
simple but profoundly significant concept for societal well-being. 
The Doctrine of Swadeshi does place “Shuman values” and ‘‘moral 
values” above purely “economic values”. It has implications not 
only for the “economics of poverty”’ but also for the ‘poverty of 
economics’. 

The Gandhian Doctrine of Swadeshi, with its strong emphasis 
on self-reliance, even self-sufficiency, may be construed as a “‘nega- 
tive’ doctrine of international trade. If every nation vigorously and 
effectively pursues this doctrine, it may be argued, the channels of 
world trade will simply dry up and the benefits of mutually gainful 
trade will totally disappear. Such arguments will make any sense 
only if one interprets the Doctrine of Swadeshi very narrowly and 
very rigidly. Gandhi anticipated such misinterpretation of his doc- 
trine and he wrote: “‘Even Swadeshi, like any other good thing, can 
be ridden to death if it is made a fetish. That is a danger which must 
be guarded against. To reject foreign manufacture merely because 
they are foreign and to go on wasting national time and money in 
the promotion in one’s country of manufacture for which it is not 
suited, would be criminal folly and a negation of the Swadeshi 
spirit.’’° His idea of self-sufficiency was that villages must be self- 
sufficient in regard to food, cloth and other basic necessities. But he 
stressed that to be self-sufficient was not to be altogether self- 
contained. He was realistic enough to admit that under no cir- 
cumstances would one country be able to produce all the things 
needed. And he wrote: “So, though our aim is complete self- 
sufficiency, we shall have to get from outside the villages what we 
cannot produce in the villages. We shall have to produce more of 
what we can in order thereby to obtain in exchange what we are 
unable to produce.”’” 
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It is clear that despite his strong endorsement of the principle of 
Swadeshi, Gandhi does not reject trade with other nations. He even 
implies acceptance of one of the basic premises of the conventional 
doctrine of international trade: international disparity in the en- 
dowment of productive resources. Yet Gandhi would not accept an 
international economic order based solely on the principle of com- 
parative advantage. To him, such a system is vulnerable to unfair 
competition and economic exploitation; it tends to be much more 
responsive to reciprocal demand than to mutual need. 

The distinction between economic demand and economic need is 
of fundamental importance in Gandhian economics. Demand de- 
pends on capacity to pay, which depends on what a person has; 
need depends on capacity to live, which depends on what a person 
does not have. Although it is proper to think in terms of a hierarchy 
of needs, one must start with the lowest-order needs—needs for — 
basic goods and services. A society which fails to provide for these 
needs can hardly be expected to produce “‘Sarvodaya’’, the Gan- 
dhian ideal of total social welfare, not maximum social welfare. 
The following theoretical models are presented to illustrate the dif- 
ference between a structure of international trade based on compa- 
rative advantage and reciprocal demand and a structure based on 
comparative advantage and mutual need. The first, of course, is 
from the conventional perspective and the second, from the Gan- 
dhian perspective: 


COUNTRY | COUNTRY Il 


0 B WHEAT 0 D WHEAT 


Figure 1: The Conventional Model 
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Model I is too familiar to students of modern international econom- 
ics to need any elaboration. It depicts how with given production 
possibilities, given patterns of consumers’ preferences and given 
domestic and international terms of trade, a country would adjust 
its production, trade and gain from trade. Such gain will essentially 
come about through the international market mechanism. From 
this model, we can establish that mutual demand will be met and 
mutual gain will be achieved in terms of higher levels of consumer 
utility. However, this model can tell us nothing as to what extent 
such trade will meet mutual need in the two trading countries. 
Furthermore, this model assumes away the problem of effect of 
trade on employment. Full employment is assumed before and 
after trade. 


0 B Nw D ‘WHEAT 


Ficure 2: The Gandhian Model 


AB represents Country I’s transformation curve. CD represents 
Country II’s transformation curve. I, I, Iz represent a set of indif- 
ference curves representing both the countries. 

ONc and ONw represent the levels of need for cloth and wheat 
in both countries, based on size of population and minimum re- 
quirements. For simplicity, it is assumed that the two countries 
have the same population and same level of needs. (This assump- 
tion can easily be relaxed without affecting the logic of the model). 

Considering the levels of need and the production capabilities of 
the two countries, the model depicts the following situation: Coun- 
try I has the capability to meet more than its need for cloth but to 
satisfy its need for wheat is beyond its capability. 
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Country II has the capability to meet more than its need for 
wheat but to satisfy its need for cloth is beyond its capability. 
Obviously, the Doctrine of Swadeshi cannot be fully implemented 
in such an economic environment, yet the respective deficiencies 
can be met: with given technology, produce a surplus in cloth pro- 
duction in Country I and a surplus in the wheat production in 
Country II, purely based on comparative advantage, and then 
through trade, reach the specified levels of need in both countries. 
The equilibrium in trade in this case will be nothing more than a 
commodity balance which will depend strictly on two factors: (i) 
existing production possibilities and (11) the level of need relative to 
output. For example, Country I and Country II can maintain 
equilibrium in their trade relationship with each other if: 


E3M, = EiM2 
E2.M, = E2M2 


The movement towards such a balanced pattern of trade will 
naturally depend on international cooperation and understanding 
rather than on market forces. At our present level of international 
cooperation and understanding, the feasibility of restructuring 
world trade in this manner is out of the question. However, at 
least, we can reflect upon its desirability. Gandhi once wrote: ““The 
world of tomorrow will be and must be a society based on non- 
violence. That is the first law . . . . Equal distribution—the second 
great law of tomorrow’s world as I see it—grows out of non- 
violence. It implies not that the world’s goods shall be arbitrarily 
divided up, but that each man shall have the wherewithal to supply 
his natural needs, no more.’”® 

The theoretical model of international trade, constructed along 
Gandhian premises, does embody the fundamental principles of 
nonviolence and non-exploitation in international economic rela- 
tions. The calculation of the gains from trade is not restricted to 
measurements in terms of comparative pecuniary costs and mate- 
rial social benefits. Of course, such considerations of these costs/ 
benefits are very real, but, additionally, one must include an in- 
tangible but meaningful component: mutual service geared to 
mutual need. | 

Thus it is clear that despite the emphasis on self-sufficiency, to 
the extent it is possible, as suggested by the Doctrine of Swadeshi, a 
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positive doctrine of international trade from the Gandhian perspec- 
tive does indeed emerge out of the mixture of Gandhian idealism 
and Gandhian pragmatism. The following distinctive features of 
this doctrine may be noted as follows: 

a) it accepts the logic of the principle of comparative advantage 
but rejects it as the sole basis for trade among nations. 

b) it accepts reciprocal need rather than reciprocal demand as the 
determinant of terms of trade among nations. 

c) it postulates an international economic order based on interna- 
tional cooperation and understanding of mutual need, rather than 
on market forces and competition. 

d) it is guided by a purpose higher than the purpose of pure eco- 
nomic gain. That is the moral purpose embodied in the notion of 
service to govern the flow of trade among nations. It suggests an 
international economic policy which is the antithesis of “beggar- 
my-neighbour”’ policy, well-known in modern international eco- 
nomics. 

e) it is an economic doctrine into which is infused the philo- 
sophical principle of “Ahimsa” or Nonviolence and non- 
exploitation. 

f) it offers maximum protection against unequal distribution of 
gains from trade among nations in sharp contrast with the conven- 
tional doctrine of international trade. 

The question will invariably be raised: is it feasible to restructure 
world trade in the light of the Gandhian doctrine? There is no 
doubt that there is a great deal of idealism in this doctrine as in 
many other Gandhian economic doctrines. Gandhi would object to 
the word “utopian” in the sense of something unrealizable. He 
admitted that many of his thoughts pertain to “‘the world of tomor- 
row.” At the same time, he expressed his conviction that the 
“‘world of today” is moving towards “‘the world of tomorrow”’ as 
he visualized it. A global economic and political order, based on 
nonviolence, non-exploitation, and a high degree of international 
cooperation, appeared to him as a distant but not an unrealizable or 
utopian goal. For the achievement of such a noble goal, as we all 
know, the fundamental pre-condition is the “transvaluation of 
values” in modern society. It really does not imply discovery of 
new values. It is more a matter of rediscovering values, much high- 
er than those that govern modern life, values that emerged in hu- 
man consciousness centuries ago. To search for these values, one 
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has to go beyond economics. This is precisely what Gandhi did. 
This accounts for the philosophical depth and richness that underlie 
all his doctrines. The doctrine of international trade is no exception. 
Will this doctrine fit the modern international economic system? I 
believe a more important question is: if the existing system could 
be transformed to accommodate the Gandhian doctrines, will it 
produce a better society, globally speaking? 
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CHAPTER TWELVE 


Total Revolution and Appropriate 
Technology* 


Romesh Diwan 


INTRODUCTION: INDIAN ECONOMY IN 1980-82 


THE Indian economy in the year 1980, as indicated by economic in- 
dicators, has deteriorated. The statistic that affects everyone in the 
country, though not equally, is the one that relates to inflation. The ~ 
rate of inflation in 1980 has been about 20 per cent.! In 1981-82, the 
prices have inched up slowly so that the inflation rate has reduced. 
In spite of this improvement, there are, as yet, strong inflationary 
pressures in the Indian economy. 

The inflationary pressures follow from five sources. One, infla- 
tion is being imported from abroad. It is imported through the 
price of oil which is being raised frequently by OPEC. It is im- 
ported from the United States and other industrialized countries via 
the import of capital goods used for industrial and agricultural pro- 
duction. These prices have not fallen in spite of recession in indus- 
trialized countries; basically because of the non-competitive nature 
of suppliers and multinationals. Two, the government, through the 
cabinet committee, continuously raises the prices of essential com- 
modities. For example, in November 1980 it raised the price of 
sugar 23 per cent; coarse grain 10 paise per kilogram; white printing © 
paper 27 per cent. Such prices are implicit in the 1982—83 budget. 
Three, even though it is difficult to substantiate it empirically, it is 
now generally believed that the growth of the parallel (black) eco- 
nomy has an upward impact on the inflation rate. During the last 
few years, the growth rate in the parallel economy has been quite 
substantial. Some estimates suggest that the parallel (black) econo- 


*This article was first published in Gandhi Marg, October 1982. 
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my is now as large as half of the national GNP—yet it is concen- 
trated in a very small fraction of the population. Four, the inflation 
rate is being pushed up from the increase in the costs of production 
of industrial goods. The costs of production are going up because 
of (i) increased costs of raw materials and inputs, (11) interruptions, 
unavailability and uncertainties of the supply of energy, and (iii) ex- 
istence and increases in unused capacity. Five, the monsoon and 
climatic conditions in 1982 are considered adverse. It may result in 
a serious shortfall in foodgrains production. 

Since salaries in the (white) economy do not increase at the rate 
of inflation, its effect is to impoverish the middle classes and reduce 
substantially their discretionary income. This, in turn, shrinks the 
size of the market in the economy. The market shrinkage may part- 
ly explain the stagnation in industrial production.° 

The explanation of stagnation in industrial production lies both 
in demand and supply. The demand has been declining as a result of 
the shrinkage of the market. The supply has been affected by uncer- 
tainties and non-availability of inputs, particularly energy. In many 
parts of the country, the production of electricity has not kept pace 
with the growth in demand. The hydroelectricity depends upon 
rainfall. The shortage of water in some reservoirs has diminished 
the generation and flow of electricity. Blackouts in such cities as 
Delhi, Ludhiana, and Kanpur have been quite common and regu- 
lar. The thermal plants run by coal have been plagued both by tech- 
nological problems and lack of coal. The electricity generated from 
nuclear power plants, notwithstanding the large investments and 
frequent headlines in the news media, supplies at best 1.5 per cent 
of the total supply. Health and radiation safety apart, this highly 
touted source too has been quite unreliable. 

The deficiencies of the energy sector have been further accentu- 
ated by the predicaments of the transport system. As a result of the 
successful conversion by Indian Railways of its major locomotive 
stock to diesel oil, the entire transport system in India has become 
heavily dependent upon imported oil. The frequent increases in the 
price of oil in the world market and the associated delays in its 
supply have affected the smooth running of the transport systems. 
In its turn, it has created disruptions in the production and delivery 
of coal; no doubt, coal production has also been reduced by condi- 
tions of work in the mines; the tragedy that took place in 1980 
being an expression of these conditions. The cost of oil has climbed 
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very high.* It is estimated that Indian exports can barely pay both 
for oil imports and interest of debt.” Yet, the government, since 
1980, has followed a policy of import liberalization. The balance of 
payments has a large deficit; approximately Rs 4,000 crores. To 
place this number in perspective, the total aid, made up of loans, 
grants, and suppliers’ credit, for 1979-1980 was Rs 1,357 crores.° It 
is these payments deficits, and the expectations that these will con- 
tinue, that have forced India to seek a $5.8 billion loan from the In- 
ternational Monetary Fund at a considerable cost, both in debt ser- 
vices and constraints on economic policy. Such a deficit cannot be 
maintained for more than a couple of years. The pressure to export 
food, given these untenable economic policies, will be severe. 

The situation in terms of social and political conditions is equally 
dismal. Judging from stories of mothers-in-law burning their 
daughters-in-law, the police brutality in terms of blindings in Bihar, 
and knee-decapping in Uttar Pradesh, law and order has deterio- 
rated while social violence is on the increase. Brutal murders of 
Harijan men and children, as well as rape of their women, have 
now become commonplace. In political terms, the conflict in 
Assam defies a meaningful solution. It seems that political parties 
are becoming irrelevant.’ 


Policies and Strategies since Independence 


These trends are the outcome of the philosophy of development 
strategy and the policy emanating from it. The development pro- 
cess prevalent in India may be described as Conventional Develop- 
ment Strategy (CDS).® The basic philosophy in CDS is that de- 
velopment can be defined as the growth in GNP per capita. All 
efforts, thus, are concentrated on maximization of the growth in 
GNP. Since GNP is the sum of goods and services produced and 
sold in the market, the strategy emphasizes the production of goods 
for the market. Thus, the rate of growth of GNP will be maximized 
if the goods produced are those that can be produced on large scale 
and those that command high prices. 

Large-scale production has been promoted on the basis of econo- 
mies of scale. The production process involves large fixed invest- 
ment. Given this fixed capital, the increase in the scale of output 
uses up more and more of the fixed capital; till the scale of output 
hits the capacity limit. Large fixed investment requires, generally, 
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capital equipment. Capital equipment is an embodiment of scien- 
tific and technological knowledge.’ Its design, operation, mainte- 
nance, full utilization and replacement require various kinds and 
levels of specific skills. Scientists are needed to understand the sci- 
entific principles on the basis of which the capital equipment is de- 
signed. Specialized engineers are needed for specific tasks of con- 
struction maintenance, operation and so on. Since the production is 
carried on a large scale, specification and supply of the inputs be- 
comes crucial. This generates the need for purchasing specialists 
and materials engineers. Large-scale production also involves a 
large number of skilled workers. This gives rise to specialists of 
labour management. When the output is produced, it has to be dis- 
posed of, along with various joint and by-products such as waste. 
This involves another set of specialists; such as marketing, waste- 
disposal, storage, transport, etc. Since large-scale production re- 
quires large sums of money, this necessitates specialists in finance 
capital, banking and investment. Since large-scale production 
affects a large number of parties, the workers, the buyers, the en- 
vironment, it requires regulation by the government and therefore 
specialists in law regulation, lobbying, etc. Such large-scale pro- 
duction has to be centralized and is resource, capital, energy and 
skill intensive. Such a production process also leads to urbanization 
and the complementary infrastructure. This is the strategy of indus- 
trialization and it can be extended to agriculture and others. How- 
ever, large-scale production saves labour and hence its potential 
for employment is rather limited. 

The Indian government, since Independence, has followed CDS. 
Nehru even called large-scale production units the “temples of 
modern India”.!° Accordingly, the government formulated, and 
implemented, policies that promoted CDS. To facilitate invest- 
ment in capital, it encouraged the importation of capital goods by 
providing tax subsidies and allocation of foreign exchange. Also, it 
provided manufacturers in India tax shelters in the form of depre- 
ciation allowances, tax holidays, etc., to set up investments in fixed 
capital. It provided them access to raw materials at cheap rates and 
purchased their output for government use. To provide the neces- 
sary specialists, the government took over the responsibility of the 
R & D, setting up a large number of specialized engineering col- 
leges as well as universities of higher learning. The scientists and 
engineers had no other use but as an input to the industrial process. 
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Yet, the cost of training these persons, although not small, was 
borne by the government from general revenues. Since these re- 
venues were, and are, limited, a relatively small amount was spent 
on education for the people as a whole. The government also pro- 
vided in the form of the building of infrastructure such as roads, 
railways, postal services, telephone, the maintenance of urban areas 
through such services as drinking water, etc. It provided finance 
capital by subsidized loans at lower rates of interest through institu- 
tions such as the Industrial Development Bank. In terms of energy, 
the government has made large investments in the production of 
electricity from such hydro projects as Bhakra Nangal. This elec- 
tricity is supplied, cheaply, to the large-scale production units. 
Similarly, large thermal plants have been set up to produce electri- 
city. The government has also helped in the assured supply of re- 
source input through favourable allotments of scarce materials, 
higher priorities for imports, provision of licenses to exploit natural 
resources sometimes even at the cost of communities living there. '' 
As regards the waste disposal, the government has not promul- 
gated tough laws to protect the environment in terms of rivers, 
landfills and air. It is only recently that the public is becoming 
aware and somewhat demanding. Some national cases, as in the de- 
terioration of the national monument, namely Taj Mahal, have 
brought this subject to national attention. '* 

This large-scale promotion and subsidization of the industrial 
production in India has succeeded in the increase in production of a 
large number of industrial goods. The Indian government boasts of 
being the tenth largest industrial producer in the world. The share of 
manufacturing, construction, electricity, gas, water supply, trans- 
port, communication, trade banking, insurance, real estate, and 
ownership of business services has increased from 40 per cent of 
GNP in 1970-71 to 49 per cent at the end of the 1970s. In sheer 
numbers, production of industrial goods has increased; in many 
cases impressively.'? India today manufactures such complicated 
goods as aeroplanes. 

This success however has a cost, a large cost. As the government 
policy subsidized the large-scale industrial production, the econ- 
omy overall has not shown large growth rate. The GNP annual 
growth rate in the 1960s was 3.6 per cent. In the 1970s it remained 
3.7 per cent in spite of an increase in the annual growth rate of in- 
vestments from 5.6.to 6.1 per cent respectively.'* As would be ex- 
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pected, the growth rate of employment in such production has 
been particularly low; an annual rate of growth of .14 per cent in 
the 1960s and 12 in the 1970s.'° To place these growth rates 
into perspective, the organized sector ‘“‘absorbs just about 11 per 
cent of the current annual increase in the labour force”.'© In other 
words, of a 5 million annual increase in the labour force in India, 
the industrial sector provides employment to only .55 million. The 
remaining 4.45 million additions to labour must find employment 
elsewhere. Yet, the country invests a major part of its investible 
funds in this sector. From the point of view of employment, the in- 
dustrial sector does not provide any hope of a solution. It is stated 
in the Draft Five Year Plan 1978-83 thus: “The rate of labour 
absorption is so small that even if it is miraculously doubled by a 
phenomenal growth in large-scale industry and public services it 
will still employ not more than 20 per cent of the annual increase in our 
labour force.”’*’ 


Unemployment, Poverty, and Inequality 


Since the governments since Independence have placed major 
emphasis on the growth of the industrial sector, the development in 
India has become lopsided. The industrial modes have progressed. 
However, unemployment, poverty and inequality have also 
grown. The total labour force in India in 1980 is estimated at 275 
million persons. Out of this labour force, approximately five mil- 
lion are chronically unemployed. According to Planning Commis- 
sion estimates, approximately 21 million persons were unemployed 
in 1978.'® The industrial sector provides employment to only 10 
per cent. The associated tertiary sector provides employment to 
another 15 per cent. The remaining seek employment in the rural 
sector in agricultural work. Over the past 30 years, the number of 
persons unemployed has increased steadily. What is worse, the in- 
vestment in and growth of the large-scale industrial sector has not 
only been unable to absorb the new entrants to the labour force, it 
has not even been able to reduce the burden of employment in agri- 
culture. In this respect, the experience of India contrasts heavily 
with the process of industrialization in other countries. One of the 
arguments in favour of industrialization has exactly been that it 
helps reduce the level of employment in agriculture. On the con- 
trary, this policy has resulted in such a large pressure for employ- 
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ment in agriculture that the rate of unemployment in agriculture in 
India is estimated to be rather high; i.e., 8 per cent.” 

The promotion of industrial modes has generated a large 
amount of inequality in India. ““The distribution of assets has re- 
cently been surveyed comprehensively. For rural households it 
shows that 20 per cent of the households, each having less than 
Rs 1000 of assets, account for less than one per cent of all rural 
assets, while 4 per cent with asset values of Rs 50,000 or more own 
over 30 per cent.”’2° Similarly, the lowest 20 per cent of the house- 
holds have 6.7 per cent of the household income. The highest 20 
per cent of the households account for virtually 50 per cent of the 
household income.”! These data relate to the mid—1960s or early 
1970s. The situation has worsened, particularly as a result of infla- 
tion, more so when the prices of ‘“‘wage goods”’ have increased at a 
faster rate than the prices of “non-wage’”’ goods. 

The effect of unemployment, inequality of assets, inflation, and 
government policy favouring market phenomena, as well as large 
enterprises, is to make people poor. Accordingly, the level of 
poverty in India is quite large. Once again, to quote the Planning 
Commission: ““Depending on the norms used, the 40—60 per cent 
of the population fall below the minimum acceptable standard. 
According to a recent estimate using norms of calorie consump- 
tion, the percentage of population below the poverty line in 1977-— 
78 may be projected at 48 per cent in rural areas and 41 in urban 
areas. The total number of persons so defined would be about 290 
million. About 160 million of these fall below the 75 per cent of the 
poverty line.’’?? By now there has been a lot of literature on the 
levels, increase and structure of poverty.~° All the studies suggest 
that the level of poverty has not diminished. It has, on the contrary, 
increased; i.e., every year more persons in actual number, as well as 
a larger proportion of the population, join the poverty group. 

These facts of income-inequalities, poverty, and unemployment, 
influence the economy a great deal. Their dynamics are slowly, but 
certainly, dividing the country into two separate societies. One 
is made up of English-language educated elite, economically rich, 
politically powerful and usually urbanized. It forms 2-5 per cent of 
the population. The second consists of exhaustively exploited, 
proverbially poor, politically powerless (even though potentially 
powerful) and reconizably rural people.** It contains the bulk of the 
population: roughly 95 per cent. That India is moving towards 
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these two societies is now well recognized.”? The implications of 
such a division for an economy and a country are quite serious. 


Outlook for the Future 


The policies of the past three decades have brought India to the pre- 
sent state of gloom. If these policies continue, as they do, the future 
does not hold bright prospect. A majority of the thinkers and com- 
mentators are quite pessimistic about the future of India. Jai Dev 
Sethi thinks that these two decades, the 1980s and 1990s, are going 
to be the most dangerous decades.”° The bleak outlook for at least 
the immediate future follows from a number of sources: (i) implica- 
tions of the current and past policies; (ii) increases in global prob- 
lems; (iii) changes in the international economic order; (iv) crisis of 
international capitalism; and (v) the decay of industrialism. 

The policies of the government in 1981 and in the foreseeable fu- 
ture emanate from CDS which further accelerates the division of 
the country into two non-functional societies. A small-elite society 
can exist only by exploiting large masses. As the level of poverty 
increases, the capacity of the elites to exploit becomes both neces- 
sary and difficult. The process leads to repression and authori- 
tarianism.*”’ The repressive regimes, all over the world and 
history, have always been unstable systems. Even such highly 
organized repressive systems as the Egyptian and Roman civiliza- 
tions and the colonial empires of Britain and France degenerated 
quite fast. The capacity of a repressive regime to stay alive for a 
long time is quite small, particularly in view of the challenging 
world order and the capacity of small groups to challenge such 
regimes. ~® 

The world itself is undergoing a serious stress. The major find- 
ings of the Global 2000 Report to the President are: 


If present trends continue, the world in 2000 will be more crowded, 
more polluted, less stable ecologically, and more vulnerable to disrup- 
tion than the world we live in now. Serious stresses involving popula- 
tion, resources, and environment are clearly visible ahead. Despite grea- 
ter material output, the world’s people will be poorer in many ways than 
they are today. . . . The average gross national product per capita is pro- 
jected to rise substantially in some LDCs (especially in Latin America) 
but in the great populous nations of South Asia it remains below $200 a 
year (in 1975 dollars). The large existing gap between the rich and the 


poor nations widens.”? 
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This outlook for the future agrees with other forecasts such as by 
the Club of Rome World Model 2, Model 3 and Integrated Models 
as well as the United Nations World Model. And the forecast of the 
Global 2000 Report is liable to be biased upwards; as much as 15— 
20 per cent.*° The list of global problems is continuously increas- 
ing: arms control, climate, ecology, energy, food, population, 
poverty, resources, breakdowns of urban community, need for 
productive, rewarding work, etc. The world today does not seem 
to be able to cope with these problems. These problems have a 
much larger impact on poor and large countries like India who end 
up with a larger share of the world’s problems. 

In the face of these global problems, there is growing conflict 
among the various regions of the world. The East-West conflict has 
been continuing for the past forty years. It has not reduced. As a re- 
sult, the world now stockpiles armaments that can wipe out all the 
human beings in the world many times over. This East-West con- 
flict can, and does, spill over to India; particularly in the 1980s. In- 
dia, in 1981, is being drawn into the conflict because of the occupa- 
tion of Afghanistan by the USSR, the arming of Pakistan by the 
USA, and the militarization of the Indian Ocean. The other global 
conflict is between North and South.*? This conflict has arisen 
from the idea and conceptualization of a New International Eco- 
nomic Order (NIEO).°** The most practical effect of NIEO to-date 
has been the capacity of the Organization of the Petroleum Export- 
ing Countries (OPEC) to raise the price of oil manifold; to its long- 
run economic value. This has resulted in a transfer of hard curren- 
cies to OPEC. In the process, this has also resulted in increases in 
the cost of industrialization, particularly in India.*° It has forced the 
developed countries of the North to seek new ways of providing 
energy resources.°* The Indian government will either have to 
change its policies towards industrialization radically or face the 
heavy cost of oil imports. 

The past and current policies of the Indian government involve 
the furtherance of capitalist methods of production? and industrial- 
ism. A number of analysts are pointing out that monopoly type 
capitalism has now entered into a serious crisis phase.~° The effect 
of this crisis is that Indian capitalism cannot stay out of it. Some 
economists argue that the stagnation in the Indian economy may be 
a result of this crisis. Another school of thought relates to the decay 
of industrialism itself. This school argues that a new civilization— 
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the third wave—has now started and is conflicting with the de- 
caying industrialism.*’ The implication for India is that it cannot, 
anymore, maintain its industrialist structure. To maintain it, the 
government will have to provide more and more subsidies. This 
may be one of the explanations of the idea that the Indian economy 
is in a state of permanent decay. 


Need for Struggle and Total Revolution 


We have argued that the Indian economy, polity, and society has 
been in the process of continuous decay. In recent years, the rate of 
decay has increased. A number of leaders recognized this and 
worked towards arresting the decay process and even reversing it. 
In the early part of this century the major efforts came from such 
men as Mahatma Gandhi. 

Gandhi’s contribution lay in formalizing the method of struggle: 
“satyagraha”’ i.e., a nonviolent struggle. Gandhi was struggling 
against both the foreign rule and the policies of industrialism. His 
compatriots concentrated on the struggle against foreign rule. 
When India got its political independence, men like Nehru formed 
the national government and gave up completely the other side of 
Gandhi’s struggle. On the contrary, they moved full steam to 
promote industrialism. The consequences, as predicted, followed. 

In the 1960s, Jayaprakash Narayan took up the message of 
Mahatma Gandhi and further perfected the method of his struggle. 
His objective was the same: “‘a society free from exploitation, a 
classless society, a stateless society.”** To establish this classless and 
stateless society and to eradicate exploitation, the people need to 
fight back; to struggle. It is the people alone and not the elites, 
who, through their own efforts and struggle, can create a stateless 
and classless society. However, struggle is hard and it badly needs 
an ideology. As has been rightly pointed out by Nimbakar, JP ar- 
ticulated what the masses needed most: ‘“‘a simply national ideology 
which could motivate them for resistance.”°? He named this 
national ideology “total revolution’’. Like all ideologies or revolu- 
tions, he left it vague. Conceptual refinement is the function of in- 
tellectuals. And he practised it, particularly in the case of fighting 
constitutional dictatorship during the emergency years of 1975-77. 
He was able to move the masses in this struggle. Even though this 
struggle became a mass struggle in 1976, the process of struggle 
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started much earlier. It started from his battling against such things 
as corruption, high prices, blackmarketing, hoarding, etc. In the 
process, JP did elaborate his concepts of a new and transitional soci- 
ety through such groups as Association of Voluntary Agencies for 
Rural Development (AVARD), Gandhi Peace Foundation, and 
Trusteeship Foundation. 

Total revolution is an ideology. It encompasses every aspect of 
life and society. It deals with personal integrity, political-economic 
power structure, social transformation etc. It involves changing 
the relations such that there are no exploiters and no exploited; in 
other words, no exploitation. Being a Gandhian, he wanted his 
struggle to be nonviolent. He said: “‘I also believe that a nonviolent 
revolution can be quicker than either revolution by constitutional 
means (if at all possible) or a violent revolution.” 


Scientific and Technological Dimensions of Total Revolution: 
Appropriate Technology 


Total revolution is a further refinement of Gandhian thought. The 
questioning of, and opposition to, modern science and technology 
in Gandhian and total revolution ideas follows from the following 
propositions involving the issue of exploitation. *" 

(i) In all economies, there is a serious, yet avoidable, elite-mass 
contradiction. This contradiction arises from the dynamic working 
of the existing world order. *” 

(ii) The world order promotes exploitation at two levels. One, 
at the national level, the national elites of the developing poor 
countries like India exploit their poor masses. This exploitation fol- 
lows from, and results in, the division of the country into two 
societies. Two, also at the international level, the elites of the rich 
countries exploit the poor masses all over the world. 

(iii) This exploitation takes place through the mechanism of 
modern capital-intensive large-scale methods of production.** The 
large-scale methods of production are inherently violent.“ 

Assembly-line mass production techniques involve dividing the 
people into employers and employees, managers and managed, su- 
pervisors and supervised. This creates and maintains a hierarchy in 
which those at the top make decisions affecting the work and em- 
ployment of those at the bottom. The hierarchy also implies that 
those at the top are not accountable to those at the bottom, even 
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though those at the bottom may be negatively affected. Non- 
accountability to persons affected by the decisions is one of the 
most important privileges.*” Once privilege is created, its mainte- 
nance and advance involves some form of exploitation.*° The 
master-slave relation provides a pure example of this type of ex- 
ploitation. The large-scale methods are thus exploitative, also in 
the sense that working depends upon some type of coercion since 
many people would never consider such work if they had other job 
opportunities. It is this unwillingness to work, except under some 
sort of pressure, that makes work violent. 

The function of science and technology is to enhance the produc- 
tion capabilities of people. As we have pointed out above, particu- 
lar types of technologies that enable assembly-line mass production 
processes can be productive as well as exploitative. This is not 
to imply that such exploitation cannot be minimized by various. 
controls and other social arrangements. What is factual, however, 
is that such technologies can be, and generally are, exploitative. On 
the other hand, theoretically technologies can be designed such that 
they are not exploitative. 

The heart of the ideology of total revolution is non-exploitative. 
In a more positive sense, its purpose is to uplift each and every hu- 
man being.*’ For a technology to be consistent with total revolu- 
tion, it has to be non-exploitative. A non-exploitative technology 
must not create hierarchy and privilege. It must not encourage cen- 
tralism. For these reasons, technology must satisfy four basic 
conditions:*® (i) the operators must have full control of the tech- 
nology; (ii) the technology must not replace the worker; (iii) the 
technology must increase the productivity of the workers; and 
(iv) it must be productive of goods and services needed by the 
worker. 

The fact that the worker must have control implies that the work- 
er can own the technology. If the worker cannot own the technolo- 
gy, he/she cannot have complete control. In the less stringent case, 
to have control, the worker must have a genuine participation in 
managerial decision-making of an organization which allows 
meaningful control. In other words, a hired worker in the modern 
labour market cannot have control over the technology. Yet, such 
control is essential. If the person does not have control and is to 
operate a particular technology, he/she has little choice in selecting a 
better alternative technology. There is thus a separation in control 
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and operation of the technology. On the other hand, the control by 
the worker (s) makes the technology holistic. 

The replacement of a worker by machines is possible if persons 
who use technology have no control over it or have no say in the 
decision to obtain such machines. Obviously, machines can, and 
do, perform the work of more people. Here the question becomes 
rather difficult as to at what point a machine replaces a person. This 
question relates to the macroeconomy. If there are unemployed 
persons, the use of a machine that replaces people adds to unem- 
ployment. This is what has been happening in India. The question 
about the substitution of machines for people is a question that 
relates to the specifics of an economy and society. In a country like 
India, where unemployment is so large and chronic, the choice of 
machines must be such that these do not add to the problem of un- 
employment. Thus the technology chosen has to be location speci- 
ne. 

The requirement that the technologies should be productive of 
goods and services needed by people is important since production 
of these goods is the necessary condition for the achievement of to- 
tal revolution. If the technologies produce, say, war goods such as 
guns, the society will become violent through consumption of 
these war goods. Similarly, if these technologies produce, say, lux- 
ury or export goods, the producers of goods will not be able to 
satisfy their needs and will have to seek other, maybe violent, 
methods to satisfy these needs. The capacity to produce goods 
needed by people makes these technologies people-oriented. 

To be relevant to and consistent with total revolution, these tech- 
nologies must make the worker productive. It is the productivity of 
the worker that makes Swadeshi viable. One will not be wrong if 
one asserts that Swadeshi is also an important element of total 
revolution.*? In the last analysis, the objective of total revolution is 
to improve the living standards of the large majority of poor and 
unemployed. If the technology makes the worker productive, the 
total output, by masses, will increase and so will the living stan- 
dards. The productivity condition makes the technology future- 
oriented. 

If we compare the science and technology set bound by the con- 
ditions implied by the idea of total revolution, we will find that it 
coincides with the set of Appropriate Technology (AT) as under- 
stood by the AT movement, for want of a better term.°° The 
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general consensus among AT people is that Appropriate Technolo- 
gy may be defined by four characteristics. These are: (i) ATs are 
people themselves; (ii) ATs are location specific; (111) ATs are holis- 
tic; and (iv) ATs are future-oriented. We have already suggested 
that the technology of total revolution will also have these 
characteristics.°? 

We have argued that science and technology most consistent 
with total revolution is Appropriate Technology. However, it 
needs to be added that in an ocean of Appropriate Technology, a 
certain amount of large-scale “‘inappropriate’’ technologies are 
quite possible, if not necessary. 


NOTES 


'This estimate follows from a comparison of the Index Number of Wholesale Price 
for all commodities for the period November 1979-October 1980; October 1980 
being the last month for which data are available in Economic Survey 1980-81, page 
109, Table 5.1, column 14. It is interesting to note that Economic Survey has been par- 
ticularly selective of the period so as to obtain a smaller rate of inflation. 


“There is enough internal evidence in the 1982-83 budget to indicate that apart 
from the price increases already decreed, further increases are contemplated and, in 
fact, the budget figures are worked out on that basis.” Vide Prabhat Patnaik[{1982], 
p. 443. 


3 Economic Survey, 1980-81, p. 83, Table 1.15, Index of Industrial Production, 
general index (crude) provisional estimate for January-August 1980. There has been 
a slight improvement in 1981-82 but general stagnation continues. 


“The total bill for imports of crude oil and petroleum products alone is likely to be 
about Rs 5,600 crores” in 1980-81. [Economic Survey 1980-81, p. 4]. The total im- 
ports, by the same source, page 4, is estimated at Rs 11,300 crores. Thus oil imports 
formed 50 per cent of imports in 1980-81. 


°The total debt services for 1979-80 are Rs 884 crores. See Economic Survey 1980- 
81, page 137, Table 7.6, External Debt Servicing. The total imports of 
oil = Rs 5,600 crores. Adding Rs 884 crores for debt servicing—this is obviously an 
underestimate; the total oil import and debt services work out at Rs 6,484 crores. 
The ratio, thus, works out to 90%, i.e., 90 per cent of the exports in 1980-81 paid 
just for debt servicing and oil imports. 

°Economic Survey 1980-81, page 135, Table 7.4. Share of Grants and United Credits 
in External Assistance. Interestingly, the debt servicing comes out to be approx- 
imately to 65% or two-thirds of the total external assistance, and 83 per cent of the 
external loans. 


7Jai Dev Sethi, an astute observer of the Indian scene, states: ‘The Indian Political 
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System is Dead and Cannot Be Revived.” See Tribune, 15 August 1980. One gets a 
similar impression from the widely read and acclaimed column of Romesh Thapar 
in Economic and Political Weekly. 


8See Diwan and Livingston [1979], Part II. 


*According to Jeremy Rifkin [1980, p. 78], “every technology ever conceived by 
the genius of humankind is nothing more than a transformer of energy from nature’s 
storehouse’. 


1m this respect Nehru followed a philosophy diametrically opposite to that of 
Mahatma Gandhi. 


" This is not an encouraging sign. 


'2For the first time the government has set up a department of environment. 
Whether it will be able to stop the deterioration of the environment is anybody’s 
guess. 


This is partly due to the fact that in some cases the production started from zero 
level. At such a small level any increase sounds impressive. 


'*These data are obtained from World Bank [1980], p. 112, Table 2, Growth of Pro- 
duction, and p. 116, Table 4, Growth of Consumption and Investment. These low 
rates become far lower when these are estimated in terms of constant prices. 


'SThis is estimated from the data on employment for manufacturing, electricity, 
gas, water and construction, for both the public and private sector. Vide Economic 
Survey 1980-81, pp. 98-99, Table 3.1; Employment in the Public Sector and Table 
3.2, Employment in the Private Sector. These figures are as follows: 


(in lakhs) = 
Public Private Total 
1961 11.96 33.00 44.96 
1971 21.21 41.40 62.61 


1980 31.67 45.02 76.69 


Draft Five Year Plan 1978-83, p.83. 
‘7 Ibid., emphasis added. 

18 Ibid., p. 81. 

191bid., p. 82. 

ibid. p:3. 


*1World Bank [1980], p. 156, Table 24, Income Distribution. The data relates to 
1964-65. 


22D raft Five Year Plan, 1978-83, p. 3. It is based on the assumption of 2,400 calories 
in rural areas and 2,100 calories per day in urban areas. 


See Diwan [1971b], Minhas [1974], and Rath and Dandekar [1971]. 


*4For understanding the dynamics of such dualism, see Diwan and Livingston 
[1979], pp. 56-58. 


*5For example, see Dilip Hiro [1979] and Sethi [1974]. 


2©«“Fiowever, if the emerging crises are not sternly faced, I fear these might converge 
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on one another, sooner than later, to explode into our faces and the prevailing stoic 
anger and inertia may burst into violent fury. India may not survive these two de- 
cades if her power elite, instead of preparing themselves to meet the multiple chal- 
lenge and crisis, remain wilfully engaged in search for disaster. Indeed, the time is 
running out on us.” Vide The Tribune, 15 August 1980. 


”This thesis has been developed at length in Diwan [1981c]. 


8A handful of IRA people have imposed an unusually large financial and military 
burden on the United Kingdom in North Ireland. 


2°See United States Government [1980]. The Global 2000 Report to the President, Vol. 
hype 

Ibid, p. 45 

31For the North-South dialogue, see Diwan and Livingston [1979], chapter 15. 

>2For details on NIEO, see Diwan and Livingston [1979], Part IV. 

33We have already commented above that the imports of oil in 1980-81 in India 


formed 50 per cent of the total imports. The value of the imports of oil is bound to 
go up in the future. 


34Robert Stobaugh and Daniel Yergin [1980] argue in favour of conservation. 
*°See Charles Bettelheim [1968] and Dilip Hiro [1979]. 


*°This view is expressed in the pages of the Monthly Review. See various issues over 
the last three years. 


37 Alvin Toffler [1980] expounds this thesis most persuasively. 
38]P in Jayaprakash Academy [1980], p. 9. 

3°K rishnabai Nimbakar [1981], p. 16. 

40 JP in Jayaprakash Academy [1980], p. 16, emphasis added. 


‘1 Amritananda Das [1979] elaborates these propositions further in terms of Gan- 
dhian approach. 


42 Many promoters of the New International Economic Order believe, mistakenly, 
that the NIEO will resolve this contradiction. The fact is that NIEO will not do so. 
On the contrary, it may actually accelerate the speed of this contradiction. 


“The first two propositions are quite consistent with Marxian analysis. Marxians 
and Gandhians part company at proposition 3. 


“4Studs Terkel [1972, Introduction] describes in vivid detail the violent nature of 
modern technology. In his words: “‘This book, being about work, is, by its very na- 
ture, about violence—to the spirit as well as to the body. It is about ulcers as well as 
about accidents, about shouting matches as well as fist fights, about nervous break- 
downs as well as kicking the dog around. It is above all (or beneath all) about daily 
humiliations. To survive the day is triumph enough for the walking wounded 
among a great many of us.” 


“The other forms of privilege are prestige and personal gain. Generally all the three 
forms of privilege have been positively correlated. 


“This is not to say that there are not other forms of exploitation through other 
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means. If people have no access to means of production, say land, then they can be 
easily exploited by those who control the means of production. This is the classical 
case of exploitation a la Marx. Even here, though, the hierarchical distinction be- 
tween those who are privileged to be unaccountable and the exploited holds. 


*7In this sense, the idea of total revolution flows naturally from the ideals of human- 
ism defined by such persons as Aurobindo, Vivekananda, Gandhi, and Deen Dayal 
Upadhyaya. 

‘8Earlier, we had suggested three conditions for a Gandhian technology. See Diwan 
and Gidwani [1970]. 


*°One must distinguish between Swadeshi and ‘“‘buy Indian” concepts. 


*°lf I may be allowed, I venture to say that the concept of Appropriate Technology 
formulated by me and my colleague in our book is acceptable to the AT movement 
who had a chance to comment on it. This concept has been derived from Alternative 
Development Strategy whose objectives are similar to those of total revolution. 


>1We find that Bharatia Technology has also similar characteristics. See Romesh 
Diwan [1980c]. 


CHAPTER THIRTEEN 


Gandhi and Marx: 


An Outline of Two Paradigms* 


Madan Handa 


INTRODUCTION 


THIS paper is an attempt at developing a Gandhian paradigm to 
analyze the contemporary world order. It suggests that the Gan- 
dhian paradigm helps one understand the existing world order— 
which may be described as the highest stage of violent social 
system—better than the two other dominant paradigms of social 
science, namely the Neo-Classical or Liberal and the Marxian. In 
the West, the Neo-Classical or Liberal paradigm is quite well 
understood being as it is the basis of current literature, politics, 
policies, and our institutions. Basically, it rationalizes the concen- 
tration of all sorts of power through arguments such as survival of 
the fittest. The paper does not seek to elaborate this paradigm.! 
Even though the Marxian paradigm is also well-known, the paper 
does formulate it for comparative purposes. 

The order of the paper is as follows. In the next section a short 
description of the nature of the existing world order is given. In 
order to understand world order, the method of formulating a pa- 
radigm is used. The second section then provides a formulation of 
the Marxian paradigm. In the third section the common features 
between the Marxian and Liberal or Neo-Classical paradigms are 
pointed out. It is suggested that these paradigms may be called the 
“paradigms of violence’. Section four introduces the Gandhian 


*This paper was originally presented at an Association of Indian Studies session on 
Gandhian Economics at the Allied Social Science Association Meetings held in 
Atlanta, Georgia, December 28-31, 1979. It was subsequently published under the 
title of ‘““The Existing World Order: A Gandhian Interpretation” in Gandhi Marg, 
November 1980. 
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perspectives. The structure of the Gandhian paradigm is formu- 
lated in section five. The Gandhian paradigm may be called the 
“paradigm of nonviolence’. The paper ends with the conclusion 
that the Gandhian paradigm catches the essential features of the 
existing world order. 


The Nature of the Existing World Order 


The present-day world reality is the result of a historical process of 
complexity at the global scale. Two paths have led to the emerg- 
ence of what the world order is today. One of them is the path of 
development which evolved in the Western capitalist countries. It 
involved an extension of the colonization of the peoples in borders 
far beyond the frontiers of these nations and a similar colonization 
at home. The origins of the second path are found in the challenge 
and critique of this capitalist path. It started with a promise of a 
socialist alternative, avoiding the ills of this path. The colonized 
Third World has followed these two paths in its liberation. 

The two paths of social organization share the common factor of 
modern scientific and technological knowledge. Both the paths 
have resulted in producing a highly managed and centralized vio- 
lent world order of antagonistic nation-states. 

The present world order may be defined in terms of the follow- 
ing characteristics:” 


(a) We are living on a globe today which is highly centralized and 
managed—in the sense that a few people make decisions and 
millions are left out from the decision-making processes. 

(b) These few people have at their disposal a massive apparatus of 
force in the form of the State. 

(c) This centralization of political authority and control is a univer- 
sal phenomenon. It exists in all kinds of Western democracies, 
socialistic states and third-world nations. 

(d) Even in the countries with political democracy, there is a severe 
inequality in the distribution of wealth. There are such ex- 
tremes as 4 or 5 per cent of the people controlling 15 to 20 per 
cent of the national wealth, while the bottom 15 or 20 per cent 
are left with less than 10 per cent of the national wealth. 

(e) This uneven distribution of wealth is also global. For instance, 
North America with less than 7 per cent of the population con- 
sumes 40 per cent of the world energy. 
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(f) The effect is that the world is divided between rich and poor, 
manager and managed, ruler and ruled. 

(g) The above characteristics imply that both individual societies 
and global order are violent. 

(h) The social order is violent in three respects: 
(i) The political state is violent, both nationally and interna- 
tionally. 
(ii) The economic system is violent, because (a) it is locked in 
the production of armament and application of science to the 
production of means of violence and destruction; and (b) it is 
violent to the individual in the sense that it divests labour of 
dignity. Technology and management of work conditions are 
not intended to develop human life but, instead, to extract 
from the individual the maximum amount of output. 
(iii) The social system is violent educationally. It teaches and 
breeds violence and discrimination. Education is not contribu- 
tive to the development of human personality in an integral 
sense but is geared to teach skills and attitudes which prepare 
the individual to adjust and contribute to the continuation of a 
violent social order. There is also the violence in the 
consciousness-moulding industry, like television, films, books, 
etc. 


The Marxian Paradigm? 


A paradigm is a mental set, a way of looking at reality, and a means 
by which reality is mentally constructed and interpreted. In so in- 
terpreting and constructing reality, we also influence the existing 
reality and can change it through actions. Paradigms are not only 
products of circumstances but also their architects. The existing 
two social science paradigms, viz. the Liberal and the Marxist, focus 
on the social forces—the origin, development and rationalization of 
these forces—in such a way that violent social orders come out as 
inevitable and natural. 

(i) The Marxist paradigm claims to be scientific/dialectic mate- 
rialist. Being scientific, it distinguishes itself from the “uto- 
pian” which Marx-Engels considered as a “romantic” view of 
the past and future, as against the “‘revolutionary”’ (scientific) 
view. Being “materialistic”, it distinguishes itself from the 
‘‘idealist”’ view which traces the locus of change to “‘ideas”’ or 
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“mind against matter” in dialectical motion. In Marxian 
perspective, there are two dichotomies: ““Romantic versus 
Revolution” and “Idealist versus Materialist’. Superimposed 
on this is the notion that the Romantic and the Idealist view is 
reactionary in its social philosophy and practices. The scien- 
tific and materialist view is revolutionary. The Marxian para- 
digm focuses on a rational analysis of the social forces, parti- 
cularly the social relations of production. 

All social systems experience tension. This tension is due to 
contradictions of the system. In the Marxian paradigm, the 
primary contradiction of all societies is attributed to the class 
character of societies. 

Class societies are violent social orders. Capitalism is the 
highest state of class societies and of commodity production. 
It is also the highest stage of violent social order. Imperialism 
is the highest state of capitalism. It is also the most violent 
phase of history. Like violence, alienation also heightens as 
commodification advances. 

State is the organized instrument of violence; both to keep the 
local labour force under control and the third world proleta- 
riat in subjugation. 

In addition to force, the state uses ideological means (educa- 
tion, church, media, etc.) to “falsify consciousness”’. 

The exploited and oppressed classes—the victims of the 
objective conditions of the social order—grow into revolu- 
tionary awareness as the objective conditions of exploitation, 
oppression, and alienation develop. 

Thus starts a revolutionary “‘epoch”’ as class awareness of the 
working classes grows and these classes organize themselves. 
Revolution led by the oppressed classes—in Marx’s original 
conception the urban-industrial proletariat and in the Maoist 
conception the rural peasantry—will abolish the propertied 
class and bourgeois state apparatus. 

A transitional period of the dictatorship of the proletariat will 
be necessary for some time to create a classless society. 
Classless society alone will bring about a nonviolent social 
order. 

The last stage of this revolutionary reconstruction of a new 
society will be: (a) withering away of the state; and (b) an in- 
ternational socialist order. 
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From the Gandhian perspective, the central weakness of this para- 
digm is its inadequacy to grapple with the following issues. 


(a) The socialist state is highly centralized. 

(b) The oppression and alienation in the proletarian state con- 
tinues, in spite of abolition of classes. The socialist state has be- 
come a managed society by a centralist system. 

(c) The socialist states are more violent and armed than ever be- 
fore. 

(d) The socialist states are as much in conflict with each other as the 
capitalist states. 

(e) The linear progressist vision has led to ecological imbalance in 
the socialist world (at least in USSR) as much as in the capitalist 
world. It has also led to global resource crisis. 

The Marxian paradigm cannot help to explain the present-day 
world reality because it ignores centralism in power and economy 
and the interaction of the two. 


Paradigm of Violence 


Both the Marxian and Liberal or Neo-Classical paradigms have a 
large number of common features. In view of their commonality, 
these paradigms may be called the ‘‘paradigms of violence’’.* 

(i) Both paradigms share the common legacy of a linear progres- 
sist material view of life and society. Gandhian focus is on the 
“simplicity”’ of life founded on basic human needs and a prog- 
ressist view of moral and ethico-spiritual fulfilment of life. 

(ii) Both share a common view of Man versus Nature in which the 
former is the conqueror and the latter the vanquished or to be 
controlled. The Gandhian view is one of Man-in-Nature. This 
leads to a sensitivity to an ecological balance and man’s place in 
it. | 

(111) Both these paradigms lead to a centralist and bureaucratic view 
of society’s problems. The political parties, for instance, under 
both conceptions are bureaucratically organized—the com- 
munist and so-called democratic parties. The conception of 
State and economy, too, is centralist. 

(iv) One reason for this commonality of these two paradigms— 
apart from the fact that these are cultural products of Europe 
which gives them Euro-centric and Ethno-centric character— 
is that they essentially deal with national transformation, the 
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emergence of national economy, nation-state, etc. These para- 
digms are sectarian, or racist, or communal in outlook. 

(v) The Gandhian focus is on ‘““Truth”’ in its scientific and moral 
aspects rather than on any “falsification” or “‘rationalization”’ 
for sectarian-class interests on which the other two paradigms 
lay emphasis. 


Gandhian Perspectives ; 


The Gandhian concept of man is one of an integral man and the 
Gandhian concept of society is that of an integral society. The Gan- 
dhian concept is one of an integral transformation of man and 
society.” In the Gandhian conception, the processes of individual 
(spiritual) transformation and political transformation are inevita- 
bly interconnected. The Gandhian concept basically pursues the 
unity of the individual and the social order. Gandhi stresses the uni- 
ty of the private and public life. It is the Gandhian view that private 
life must be transparent and in that transparency, we can see the 
public life too. In the Gandhian thought, the stress is on the unity of 
the individual and social praxis. The Gandhian conception may be 
termed as the “Unity of Existence’. This corresponds to the empha- 
sis in the Western social theory on the unity of scientific method. 
The notion of the unity of scientific method stresses that the 
method or conception of social sciences must be the same as in 
physical sciences. The tradition, which expresses itself in the form 
of ‘‘Positivist Model of Sciences’’, is common to natural and social 
sciences. Gandhi was not within the tradition of social theory and 
he did not ask questions of analysis. He emphasized the unity be- 
tween man and nature, or the “‘connection”’ of what one may call 
man and nature. Man, in the Gandhian conception, is nature at a 
certain stage of development. Man is not out of nature. It is nature 
itself which expresses itself as man, as we know it at a certain stage 
of its own evolution. The laws of nature’s evolution, therefore, 
cannot be set aside because they are still in man. It is a wrong con- 
ception to see man as having only laws of his own, as if having cut 
the umbilical cord with nature and being able to live independently 
of nature’s laws of evolution. Even if man is conscious, that con- 
sciousness is the consciousness of nature as well. It is this connec- 
tion between man and nature which is fundamental to the under- 
standing of Gandhian thought in all its dimensions. It is the dimen- 
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sion of individual spiritual transformation in which society be- 
comes a necessary “field” to work out and develop individual, as 
well as collective, spirituality. This conception of the purpose of 
life lies behind Gandhi’s position on every question in social theory. 


The Structure of the Gandhian Paradigm: 
or the ‘Paradigm of Nonviolence”’ 


We should make a distinction between the Gandhian world outlook 
and the method, the former being the philosophical perspective and 
the latter as tools of analysis. Marxists have dichotomized the 
world outlooks into “idealist” and “‘materialist’’. Each outlook has 
its own characteristics. Simply speaking, the idealist outlook 
assumes the ideas and mind as the primary cause of the universe and 
of history. The dialectical materialist outlook considers the matter, - 
being in dialectical motion, as the primary cause of the universe and 
mind as a property of the matter. In social analysis this becomes the 
method of dialectical-historical materialism which places the mate- 
rial forces—defined as the mode of production—at the centre of so- 
cial dynamics. 

What is the Gandhian outlook in terms of the above dichotomy? 
From the Gandhian view, this dichotomy is not exhaustive, and is 
questionable. Therefore, there is a Gandhian critique of this dicho- 
tomy. Gandhian outlook rejects the above dichotomy as too limit- 
ing. The Gandhian perspective itself may be described as Dialectical 
Human Realism or simply Human Realism. 

Below I state some propositions which in my view contain ele- 
ments of a Gandhian paradigm—a set of relations that help concep- 
tualize reality. These propositions are deliberately written in the 
language of social science.® 

(i) All social systems experience tension and this tension is due 
to the contradictions of the system. 

(ii) The cause of all contradictions is centralism. It may be de- 
scribed as a situation in which a few control the means and 
the power to make decisions which affect many who are left 
out. By this criterion, for instance, an elective representative 
system of the present type is centralist. So are, of course, the 
communist (so-called people’s democratic) conceptions and 
practices. 

(iii) Centralism, as the source of social contradiction, has two 
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major locii: (a) the sphere of production (Economy); and (b) 
Power (State). 

Centralism in production and centralism in power are corre- 
lated. 

Centralism in production leads to exploitation. Centralism 
in power leads to oppression. The two centralisms reinforce 
each other. 

The reinforcement between centralism in production and 
in power is achieved through two mediation mechanisms: 
(a) Falsification of consciousness (the ‘“‘non-truth’’); and (b) 
Violence. 

The State has organized the means of violence under its con- 
trol. Therefore, the State is potentially—and in actuality— 
the source of most forms of violence. Also the statecraft is a 
craft of “‘non-truth’’—that is, of falsification. 

Politics of the State (called rajniti) is based on violence and 
falsification as against the politics of the people (lokniti) 
which has a chance of being based on nonviolence and truth. 
Violence is possible not only because of the objective condi- 
tions of violence, i.e., the existence of organized means of 
violence, but also due to the subjective conditions of vio- 
lence, i1.e., ideology of violence. The State not only possesses 
the means of violent destruction and is the biggest practi- 
tioner of violence, but also creates the subjective conditions 
of violence—rationalization of wars, oppression, tortures, 
prison system, etc. 

There is a relationship between the Aiiecdve conditions of 
violence and the subjective conditions of violence at all levels 
of society, although it is most manifest at the level of the 
State. 

Objective conditions of violence depend on the development 
of the objective conditions of exploitation and oppression, 
i.e., development of centralism in production and centralism 
in power. 

The subjective conditions of violence depend on 
consciousness-making mechanisms such as education, and in 
modern times on radio, television, the printed word, etc. 
The process of change in society can begin either in weaken- 
ing the centralism of power or in centralism of production or 
in the objective and subjective conditions of violence. 
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No meaningful process of change can be generated by those 
who are in the “‘centralist”’ structure, either of production or 
of power—because these are structures of privilege. It is only 
the victims of centralism, that is, those who are exploited 
and oppressed, who alone will initiate change. 

The process of change started by the victim of the “structure 
of privilege” will only reproduce the system if it copies the 
centralist system itself, even if only in a new form. That is, 

the victims of change in their process to change society 
should not have centralism of production or power. This 
means that for the praxis of change, the following conditions 
should be fulfilled: ; 

(a) The praxis must be broadly based, that is, it should be a 
mass movement. 

(b) The mass movement be not characterized by centralism 
in its ideology or in its organization. 

(c) If the movement becomes centralist in its organization, 

then it will acquire the property of the State (such as the Bol- 
shevik Parties are). 

(d) The movement should be free of violence. In its objec- 
tive conditions it should not arm itself. In its subjective con- 
ditions it should be firmly rooted in the ideology of nonvio- 
lence. It is these two characteristics of the movement to ex- 

pose exploitation and oppression that gives it the moral force 

of “truth” against “non-truth”’. The movement must not 

engage itself in falsifications like the State. Otherwise this 

moral force will be weakened and the goal of real and lasting 

change will be defeated. 

(e) Individuals have a central role in this praxis. It is by incar- 

nating the values of trust and nonviolence, and by the mag- 

nificence of their example that individuals express moral 

force. 

All history is a history of mass movements. Mass struggles 

have so far failed to bring about a basic nonviolent revolu- 

tion either because these struggles failed or because when 

they succeeded, they were cast in the mould of the State it- 

self. Armed and violent movements reproduced violent 

State and social structures when these succeeded. History of 
mankind so far is its pre-history, because it has been a violent 

history, vialence reproducing violence. 
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(xvul) The last revolution will be a nonviolent revolution. The 
mass movement which will bring this about will be free of 
centralism, and also free of the properties of the State itself 
which it wants to abolish. A Human State will be a decen- 
tralized society of equal partners. 


Conclusion 


From the Gandhian standpoint, these contradictions and violent 
conditions can be traced to centralism of which private property 
and its concentration is one aspect. 

From the Gandhian perspective, the present-day world is a sys- 
tem of nation-states with violent social orders which has reached its 
highest state. These social orders are in the West and in the East. 
The history of capitalist societies is visibly violent. Even when pri- 
vate property is abolished and socialized, there is no abolition of 
violence and oppression. Both types of states are piling up orga- 
nized means of violence and destruction and are engaged in the 
armaments process. The Third-World countries are growing as the 
mirror image of one or the other system. 


NOTES 


'The Liberal or Neo-Classical system, particularly in reference to development, has 
been explained at length by Romesh Diwan and Dennis Livingston [1979]. This 
book contains an exhaustive bibliography on this subject. 


?For a detailed description of the existing international order, see Romesh K. Diwan 
and Dennis Livingston [1979], Chapter 1. 


>For an understanding of the Marxist paradigm, see Karl Marx [1918]. Also, see 
Paul Baran and Paul Sweezy [1973]. 


*Both these schools of thought concentrate on materialism and technology to de- 
velop such materialism. It is interesting to note that the nature of technology in both 
these systems is identical and ecologically undesirable. For an excellent analysis of 
technology and ecology, see Barry Commoner [1971]. 


°Gandhi is not known for the consistency of his writings. It is possibie to interpret 
him differently. However, there is a general agreement among scholars about his 
concept of integral transformation. A large part of Gandhian writings is available in 
the following two titles: M.K. Gandhi, Economic and Industrial Life and Relations 
[1957]; and Political and National Life and Affairs [1967]. 


°Other attempts at interpreting Gandhi in the modern idiom of social science are 
being made. The more interesting ones are: Romesh K. Diwan and Sushila Gidwani 


[1979], and J.D. Sethi [1978]. 


CHAPTER FOURTEEN 


Theology of Capitalism: 
A Gandhian Appraisal* 


Suresh Desai 


RELIGIOUS literature in the West has long held an ambiguous posi- 
tion with respect to capitalism. Though organized religion, in prac- | 
tice, has always supported the dominant capitalist order and has 
taken a strong anti-socialist and anti-Marxist stance, it has been 
somewhat less critical of capitalism and unbridled individualism. In 
recent years, the co-existence of enormously enhanced productivity 
of modern society with the hideous squalor in which a substantial 
portion of humankind lives has created a moral dilemma among 
religious thinkers. This, together with the increased presence, 
assertiveness and articulateness of indigenous church leaders in the 
Third World has generated a strong critique of capitalism in the 
religious thinking in the West. The World Council of Churches’ Re- 
port on World Poverty (1968), several papal encyclicals (e.g., 
Laborem Exercens, Populorum Progressio, Octogesima Adve- 
niens, Gaudium et Spes, etc.), emergence of liberation theology in 
Latin America, ‘‘Peace and Justice’’ movements in the developed 
world, active support of and/or participation of religious leaders in 
the revolutionary movements in the Third World are reflective of 
this shift against capitalism. They all advocate a just, participatory 
and sustainable society based on greater material equality, demo- 
cratic control of production, just distribution and utilization of 
wealth, production for use rather than exchange and jobs designed 
to fulfil human capacities. They all are critical of extreme indi- 


*This paper was originally presented at a session of Indian Economics Studies on 
“Gandhian Economics’”’ at the Annual Conference of the Eastern Economic Associa- 
tion at New York City, N.Y. on 17 March 1983. 
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vidualism, competition and injustices and irrationalities of capital- 
ism. There is, in these writings, a reflection of a genuine interest 
among religious intellectuals to understand the causes of poverty, 
underdevelopment, and repression surrounding them. Their analy- 
sis could be ascribed as a flirtation with Marxism, though in my 
Opinion it is primarily a product of applying their Christian and 
ethical principles to concrete details of social situations. 

These recent developments in Western religious reflection have 
evoked a strong response from the defenders of capitalism. For 
want of a better name, I refer to it as “theology of capitalism’’. I 
propose to examine in this paper what I believe to be the main 
tenets of this theology of capitalism. Being neither a Christian nor 
a Westerner, I am not qualified to speak on these issues. Yet, these 
are important issues, daring us to focus attention on them and I 
have fallen prey to the temptation of using this opportunity to raise 
a few issues that should be of concern to those interested in the 
theological reflections about economic order. 


MAIN PROPOSITIONS 


The main tenets of the theology of capitalism, as propounded by 
neo-conservatives, can be summarized by the following seven 
propositions: 

1. The individual—self-reliant, self-responsible and self-interested 
—is the major source of social energy, production, and innova- 
tion. The Creator has bestowed the earth with untold riches, re- 
sources and possibilities and it is the vocation of humans as co- 
creator to discover, to realize, to transform, and to use it. Tech- 
nology, innovation, and expansion of capital are also the result 
and embodiment of human activities. There is no need to estab- 
lish primacy of labour over capital as capital is either internalized 
skills (human capital) or the embodiment of human discovery 
and transformation activities (physical capital). Capitalism is a 
form of social organization that, by its emphasis on private 
choice, stimulated individual and corporate creativity and enter- 
prise resulting in enormous expansion of productivity, innova- 
tion, and growth. It is the best system humans have found to 
share in God’s work of creation. 

2. The enormous productivity of capitalist countries and their abil- 
ity to satisfy the basic needs of their population contribute 
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significantly to human development by opening up the possibil- 
ity of pursuit of social and moral needs. It is true poor countries 
and people can pursue spiritual things; yet, the fulfilment of 
basic needs is the best guarantee of promoting human develop- 
ment. Capitalism—a productive system—that has been success- 
ful in satisfying the basic needs at least cost for a large propor- 
tion of humankind can and should be considered a necessary 
condition for a moral system. 

3. A realistic social order must be based on a clear-eyed under- 
standing of human beings—their faults and weaknesses as well 
as their holy dimension. Human beings are afflicted with pas- 
sions and disagreeable qualities such as pride, vanity, self-deceit, 
selfishness, aggressiveness, envy, resentment, possessiveness, 
etc. Under capitalism, these disagreeable qualities do lead to so- 
cial goods as individual behaviour propelled by self-interest and — 
guided by competitive conditions, leads to optimal production 
and allocation of economic goods. Given imperfections of hu- 
man beings, capitalism is not an ideal state; yet, it is very close 
to the ideal state. 

4. Income and wealth inequalities within countries and among 
countries are not immoral or a result of exploitation, oppres- 
sion, discrimination and improper privilege, but are a normal or 
natural result of the differences in aptitudes, attitudes, motiva- 
tions, mores, and government policies-that determine economic 
performance. Poverty or differences in economic performances 
are thus attributed to differences in culture and/or national sys- 
tems of political economy. Such inequalities have a functional 
role, that of spurring changes necessary for economic advance- 
ment. Enforced redistribution of income and wealth often bene- 
fits middle income groups more than the poor, but also re- 
sults in the persecution of more productive groups/individuals 
in society, thereby inhibiting enterprise, effort, capital accu- 
mulation or their productive deployment. Overall, there is re- 
tardation of the rise in the living standards, including of the 
poor. Such redistributive efforts, instead of expanding the op- 
tions for the poor, actually diminish them. The surest and the 
most competent way to improve the lot of the poor is to harness 
all the creativity we possess and historical experience indi- 
cates that a capitalist society provides the best environment to do 
that. 
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5. Collective and coercive efforts to redistribute income are going 
to be short-lived (as factors underlying income differences are 
likely to reassert themselves after each egalitarian effort) but are 
likely to politicise the society. Economic rewards now depend, 
not on economic performance, but, on skills in political horse- 
trading. It even leads to violent conflict and centrifugal tenden- 
cies in multi-ethnic and multi-cultural societies. The consequent 
breakdown of market economy over wide areas brings havoc 
and economic, political, and personal insecurities to the masses. 
It supports and strengthens the attitude that economic improve- 
ment does not depend upon one’s own effort but on external 
factors, thus weakening the sense of personal responsibility and 
encouraging either beggary and/or blackmail. These are soul- 
destroying effects and are inimical to the growth of the human 
person. 

6. The coincident rise of political democracy and the growth of 
personal political liberties with the expansion of capitalism 
throughout the world is no accident. They are the product of 
self-reliant and self-responsible individualism. They reflect atti- 
tudes that favour a reliance on private rather than communal 
choice and that are manifested in defence of “‘freedom”’ against 
political authority. The establishment and maintenance of a pri- 
vate property is a prerequisite for the enjoyment of personal, 
political, and religious liberties. 

7. Capitalism has not produced, as its critics claim, narrow, self- 
centered egotistic individuals but has enriched the texture of the 
lives of individuals. Capitalist societies are culturally pluralistic 
societies. Apart from the traditional social entities (e.g., family, 
tribe, nation, and church), capitalism has generated a vast array 
of political, cultural, and economic institutions (e.g., corpora- 
tions, political parties, universities, clubs) and has extended the 
field for association and sociality, enabling individuals to seek 
their identity and personhood with a greater degree of freedom 
and choice. 

These seven propositions, distilled from the polemic writings of 
neo-conservatives, undoubtedly present a most favourable inter- 
pretation of their theological reflections. They raise very important 
questions and demand our careful consideration and judgement. 
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AN APPRAISAL 
Concept of the Individual 


Gandhians place the human person in the center of their reflections 
and maintain that personhood can only be found through a 
meaningful web of social interrelationships. The concept of “Bread 
Labour” has been interpreted by Romesh Diwan [ch. 7 above] as 
work imbued with spirit of service for others. It is through work 
(use of one’s physical, mental, intellectual and creative energies) in 
the service of others—Yajna—that one can find fidelity to one’s 
own individual calling and engage in co-creation with the Supreme 
Creator. It is through Bread Labour that one grows and discovers 
one’s identity and continuously refines one’s values and prefer- 
ences. In work, even in joint participation, he is aware of working 
“for himself”’. That is the process of growth of personhood. He ex- | 
presses the will of God in his self-realization—becomes the image 
of God the Creator. Such personhood is, in the Gandhian 
framework, not socially formed or acquired but is “‘innate’’ (Gan- 
dhi speaks of the “inner voice’’) to all human beings; yet, its un- 
folding is socially formed and acquired and is a product of con- 
tinuous practice of “truth” in the service of the human society, in 
the performance of Bread Labour. The capacity to hear “‘the inner 
voice”’ correctly and clearly can only happen through performance 
of Yajna—repeatedly acting morally in social context. This is a 
very profound theory of individualism and is quite distinct from 
the one propounded by the theologians of capitalism. 

Capitalist society produces hardworking, shrewd, amoral, pur- 
poseless, energetic, self-seeking individuals who have no concep- 
tion of society or social groups and who are not concerned or in- 
terested in questions such as the basic purpose of their activities or 
impact of their activities on people around them. It does satisfy 
material needs of a large proportion of the population, but it does 
not satisfy social and moral needs and thereby inhibits personal 
growth of human beings. Gandhians, therefore, do not accept the 
assertion that capitalism is the best form of social organization that 
respects and enables human beings to be co-creators. 

Work, as a Gandhian concept, has a spiritual dimension for the 
person as well as a social dimension. These dimensions can be fully 
realized only in what Diwan correctly calls “self-defined”’ work or 
“‘friend-defined” work and not in “stranger-defined” work. True, it is 
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not based on coercion as is the case in slave labour. Hired labour does 
have an independence and a dignity not available to slaves. Yet, in 
the absence of full employment and participatory democracy in the 
workplace as well as at all levels of community, hired work does 
not represent full and free choice worthy of a human being who not 
only gets due remuneration for his work but also experiences 
working “‘for his true self”’ in his work. The attempts to mould the 
economic system as well as production processes to assist in the de- 
velopment of the human person in the image of God (i.e., parti- 
cipatory management practices, provision of full employment, 
assurance of minimum basic needs through social expenditures, 
etc.) are blamed for the rise in the natural rate of unemployment as 
well as the rise of the new poor groups. Neo-conservatives consid- 
er it absolutely essential to abolish or dilute these efforts for the 
effective operation of the capitalist system and to provide work—as 
a means to get basic needs—to a large majority of the people. 

Not only that, the increasing economic insecurity associated 
with the worldwide capitalist development has generated a fixation 
with material needs and egotism leading human beings to find their 
self-actualisation in the acquisition of goods, status and power, thus 
impeding the spiritual growth of human beings. 

All production activities are social activities, frequently requiring 
joint participation of many individuals. Even an intensely personal 
activity, e.g., writing a paper, represents not only an individual 
effort but also education of the individual, interaction with peers 
and the whole corpus of ideas incorporated in the intellectual heri- 
tage of society. It is logically impossible to distinguish between indi- 
vidual contribution and contribution resulting from other social 
forces. Capitalism and the underlying law of private property en- 
ables us to factor the social activity into individual components and 
the corresponding individual responsibilities. Yet, that is not neces- 
sarily the only way or the right way to encourage individual 
creativity and such factoring does change with the changes and 
evolution of law of property. Gandhians would prefer to modify 
the private property system in a way that would respect the right to 
work of the human person both in its objective—earning of income 
to satisfy basic needs—and subjective dimension— to satisfy his so- 
cial and self-actualisation needs. Participatory democracy and the 
concept of trusteeship should be the guiding principles in undertak- 
ing constructive revision of the law of property. Such changes are 
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inconsistent with the capitalist framework advocated by the theolo- 
gians of capitalism. A humanistic social and economic organization 
aiming to provide an environment that will enable all human 
beings to realize their authentic self-hood will have to transcend 
capitalism. 


Productivity of Capitalism 


Gandhians recognize the fact that capitalism produces an awesome 
amount and variety of goods and services and could, if desired, 
satisfy the basic material needs of the human society but believe 
that this “‘success’” has come at a very high human, social, and en- 
vironmental cost and, overall, it has been a bad bargain. 

In capitalism, the individual is conceived of as a composite of 
tastes, passions, possessions and abilities that stands aside, outside, 
or above social groups. It produces a fixation with material things 
and power. With the poor, this fixation is the result of the depriva- 
tion of basic material needs and increasing economic insecurity in a 
turbulent interdependent world. With the rich, this fixation and the 
lack of a concept of society and social being produces a continuous 
search for more and varied material goods. The growth resources 
of the society—creativity and technological innovation—are 
directed to producing a variety of goods to add spice to life. 
Through demonstration effect, the middle and poor classes also 
join this search for variety. This becomes an unending chase. Gan- 
dhians perceive the awesome producticn and variety of goods and 
services as a sign of psychological affliction rather than progress to- 
wards human development. Capitalism, in their perspective, has 
not only failed to meet the basic material needs of the poor and the 
social and moral needs of all human beings, but because of the mis- 
direction of growth-resources in the chase for variety, has made it 
impossible to create an environment conducive to the fullest human 
development of the total human society—sarvodaya—including 
the poorest sections. 

Gandhians not only challenge capitalism’s pretentions of “‘suc- 
cess’ in providing material abundance, but also point out serious 
personal, social, and environmental costs associated with its “suc- 
cess’’. They raise questions about the quality of life-pollution and 
‘chemical feast’’ associated with increased food production. They 
argue about the unsustainability of such growth in the long run. 
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They point out the disruptive effect of dynamic capitalism on stable 
family and community life that appears to have led to a resurgence 
of fundamentalist movements around the world. They stress the 
impact of the worldwide capitalist development on Third World 
countries—increasing income inequalities and structural distortion 
of their economics. They suggest the inevitability of the demise of 
open, democratic processes in these countries because of this unjust 
and unbalanced development. They cite evidence of correlation be- 
tween economic, military, and loan assistance from developed 
countries with the emergence and maintenance of dictatorships 
claiming to make the climate favourable to private investment— 
especially foreign. They, therefore, assert that it is impossible to 
build a nonviolent, non-exploitative world order within the 
framework of traditional capitalism. 


Nature of Human Beings 


Gandhians are aware of the disagreeable qualities of human beings 
but believe that these are imperfections and, through growth, indi- 
viduals can overcome them. Social, political, and economic institu- 
tions should aid human beings in their moral and spiritual growth. 
Individuals can grow into moral persons by service to their fellow 
beings and by utilizing techniques of civil disobedience and satya- 
graha in their daily life. Capitalism’s acceptance of these imperfec- 
tions as innate and permanent and its emphasis on individualized 
choice with no point of reference beyond the experience, opinion, 
values, and the self-calculus of the individual acting alone does not 
provide an institutional framework suitable for the spiritual and 
moral growth of human beings. 

Additionally, they submit that the discipline of competitive mar- 
ket that could induce self-seeking individuals to behave in ways 
that are in social interest has been significantly diluted in the ad- 
vanced phase of capitalism. Big corporations and unions, though 
guided by self-interest, may behave in ways which may or may not 
be in the social interest. They are enjoying arbitrary power without 
much constraint as to their social accountability. 


Income Equalities 


Theologians of capitalism suggest that inequalities of income and 
wealth are necessary to produce rational allocation of resources and 
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to encourage innovation. Even windfall gains and losses should be 
allowed to accrue if the capitalist economy is to perform its ration- 
ing function. Gandhians believe that reducing income inequalities is 
essential for the development of the total society, especially if we 
wish to assure a minimum standard of consumption to all. 

The pattern of income distribution in a capitalistic society de- 
pends on (i) the pattern of property ownership (determined by 
property rights, inheritance laws) and (11) the price of resources (de- 
termined by supply and demand for resources). The price of re- 
sources is heavily influenced by the distribution of income. The de- 
mand for resources depends upon the structure of effective de- 
mand. The tastes and preferences of the property owners are one of 
the important determinants shaping the structure of effective de- 
mand, directly due to their dollar votes and indirectly as trend- 
setters. Even the supply of resources is partly a matter of wealth © 
ownership. Whether we have the necessary ability or not depends 
more upon the perception of property owners, rather than on your 
intrinsic abilities. If they perceive women as dumb or as sex-objects 
only, women will be perceived as having no managerial ability. 
Their access to opportunities for formal training or on-the-job 
opportunity will be limited. The skill-profile of a society is signifi- 
cantly shaped by the tastes of the property owners. Given the 
strong influence of demand and supply of resources, it should not 
be surprising to find the pattern of income distribution strongly re- 
flecting the underlying pattern of property ownership. 

True, in an uncertain world, income distribution will also de- 
pend upon the ability of individuals to perceive profitable opportu- 
nities for employing their resources. Partly, it is a matter of luck; 
but, partly it is also a matter of the amount of available information 
and of the expertise to evaluate this information. The latter is a 
function of wealth you have. The more wealthy are not only in a 
position to obtain more and precise information, but are also, due 
to easy access to managerial positions, able to develop or hire the 
necessary expertise. Naturally, the prevailing distribution of in- 
come does not approximate the normal distribution of intelligence or 
energy but reflects the underlying distribution of wealth in society. 

Gandhians believe that differences in innate abilities are not very 
large and if each person has an opportunity to utilize his inherent 
capacities to the fullest extent that he desires, the inequalities will 
not be so large as to be objectionable. They also assume that a signi- 
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ficant portion of the heterogeneity of tastes and preferences is also 
due to the prevailing inequalities of income and, fundamentally, all 
humans possess identical utility functions. They thus do not per- 
ceive maintenance of prevailing inequalities as a necessary condi- 
tion for the efficient economic performance or for innovation. 


Capitalism and Democracy 


The neat equation between capitalism and democracy is too facile. 
Capitalist economy and society maximizes the satisfaction or pre- 
ferences of those who own property or who have access to it. The 
propertyless class finds that its interests and preferences have very 
little influence on the social outcomes. It experiences frequent lack 
of work, increasing economic insecurity, destruction of their com- 
munities and the sense of belonging, and the erosion of their self- 
esteem and esteem by others. In representative democracies where, 
being the majority, they have more clout, they have responded by 
utilizing the political process to impose regulations on the market 
economy and to expand social programmes. These are nothing but 
attempts to protect their humanity. 

One finds a close correlation between the growth of political 
democracy and extension of voting rights and the growth of the 
public sector, of government regulations and of social welfare 
programmes. There seems to be a conflict between the growth of 
capitalism and the growth of democracy. This conflict is somewhat 
abated by the corruption of the democratic process. Property own- 
ers and upper classes use their economic power to counteract the 
egalitarian tendencies of representative democracies—via election 
contributions, corruption of bureaucrats, control of mass media, 
research grants to sympathetic scholars, or simply by non- 
cooperating with egalitarian administration and bringing their 
downfall by creating financial panic. Where corruption fails to sub- 
vert the egalitarian tendencies of the masses, it usually results in the 
demise of democratic framework and the emergence of authorita- 
rian regimes. In many Third-World countries, capitalism has been 
able to survive and grow only under authoritarian regimes. 


Rise of Corporations 


The rise of corporations, due to growth of large-scale production 
and modern technology, as well as cultural pluralism, has made it 
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possible for the individual to successfully seek association and 
sociality and to gain protection from the dictates of state, society 
and the prejudice of groups. Yet, these groups are primarily func- 
tional and their membership is rooted primarily in self-interest. 
The traditional social entities, (e.g., family, church, region, and 
nation that provided association based on common moral, political or 
ideological imperatives) are on the decline. This has produced what 
is known as an “organizational man’”—a friendly, good team- 
player, adaptable, conformist, expedient and pragmatic. He lacks a 
sense of purpose and idealism. He feels a void in life which, in some 
cases, leads to neurosis. Gandhians do not view these developments 
as conducive to the development of the total human being. 

In conclusion, the very urgency of world poverty cries out for 
clearly thought-out solutions. Theologians of capitalism have 
attempted to present their political statements by looking at their 
own religious and philosophical roots. They desire a debate with a 
humanistic/Gandhian thinking which also has strong religious and 
philosophical roots. Gandhians should join this debate and, I be- 
lieve, such a debate will have great educational value. Its final result 
is likely to be more favourable to Gandhian thought. 


CHAPTER FIFTEEN 


Poverty, Alienation, 
and the Gandhian Way Out* 


ft Sethi - 


A Major argument of this paper is that the Gandhian way has to be 
blazoned by a self-conscious elite dedicated to Gandhian values. As 
one of the latest recruits to the Indian elite, my message is that we 
should consider seriously whether we should join the exploitative 
and parasitical elite that already exists and is a part of our problem 
or whether we should become a member of the new Gandhian elite 
dedicated to the task of changing society on the lines indicated by 
him. | 

Secondly, the vastness of the theme I have chosen daunts me 
somewhat. Its exposition, difficult at all times, is almost impossible 
for anyone. All the same, I shall attempt to state briefly, and 
perhaps tersely, the problems facing the world and India today and 
what I consider to be the Gandhian solutions for them. 

Let me at the outset summarize my argument. All the ills that 
afflict the world today can be summed up in two words: poverty 
and alienation. Though the former is the most visible problem of 
the developing countries and the latter of the developed countries, 
both capitalist and communist, poverty breeds its own alienation 
and alienation leads to the impoverishment of the spirit. 

I shall examine the various manners of these predicaments in 
their historical as well as contemporary perspectives. It shall be my 
endeavour to persuade the reader that Gandhi proposed the best 
situations for escaping from these predicaments into a more just, 
better adjusted society in which human beings can realize their in- 
tellectual and moral potentialities to the fullest extent possible. In 
particular, I shall argue that for India this is the only way out. 


*This paper was originally published in Gandhi Marg, July 1979. 
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Let me now elaborate this theme a little. Of all the suggested 
typologies into which the world is divided in current debates such 
as North-South, Capitalist--Communist, Super Powers-Small Na- 
tions, etc., it seems to me that the most important one is that which 
divides it into one dominated by alienation and the other stricken 
by poverty. 

Karl Marx was the first major thinker who developed a theory 
which linked poverty to alienation, and regarded both of them as 
inevitable adjuncts or products of capitalism. However, in develop- 
ing his theory over several decades, he went on narrowing his 
definition of alienation, with the result that it ultimately became 
only a one-dimensional phenomenon, namely the alienation of the 
worker from his products. Some Marxists have now discovered 
that the younger Marx in his early works had defined alienation in a 
much broader sociological context when he stated that alienation © 
resulted from the contradictions between man’s conditions of exis- 
tence and his human essence, which under capitalism was degraded 
by his potential powers being thwarted and his essential needs 
being denied. In his own words in the early writings, particularly in 
the Paris Manuscripts and Holy Family, Marx described alienation 
as ‘‘an all-pervasive phenomenon of capitalism’’, but added that 
“the possessing class and proletarian class represent one and the 
same human self-alienation”. Marx did not or could not foresee 
that the alienation of the individual in the communist societies of 
today would correspond to his terse statement of his younger days. 
One has only to substitute “State and party bureaucracy” for the 
term “‘possessing class”. — 

That is probably why many Marxists of the New Left have gone 
to the other extent of flatly refusing to call the Soviet Union even a 
socialist society. Maoists call it a capitalist society of social im- 
perialism: other Marxists have vigorously called it a “system of 
general State slavery based on industry” (Wittfogel), or a ““degener- 
ate workers’ State’? (Trotsky), or “State Monopoly Capitalism”’ 
(Bordiga), or even a “feudal society”’ (Rizzi). Some of these state- 
ments are obvious exaggerations and misrepresentations. The 
Soviet society has made most remarkable achievements in the last 
half century. But practically all the New Left Marxists are agreed 
on one fact, namely that the Soviet society is the most alienated. 
Ironically, the Chinese who severely criticized the Soviet path are 
themselves now well set to travel on the same road. The campaign 
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for Demaoisation is on and no one knows where it will end. De- 
spite all this, Mao’s struggle against alienation remains a classical 
development in Marxist history. 

Both poverty and alienation are spiritually bankrupting, but 
poverty also leads to physical decay. It is hypocritical to suggest a 
flight from poverty to spiritualism. If one looks at the health statis- 
tics of India, particularly the statistics of malnutrition and of com- 
municable diseases and of blindness or any other major disease, one 
cannot escape the startling conclusion that this nation is going 
through a biological decay which does not get reflected at all in the 
statistics about people below the poverty line. There are 50 to 60 
million children suffering from mainutrition in this country. What 
they and their children would be in two generations if the general 
level of nutrition does not improve is frightening to imagine. 


WESTERN civilization has been able to solve by and large the prob- 
lem of poverty in stark contrast to our failure to do so. This should 
generate sufficient humility in us to desist from facile supercilious- 
ness about Western materialism. Nevertheless, it is undeniable that 
the West is suffering acutely from alienation which, in fact, has be- 
come a social and economic imperative arising from its production 
structure and its need for manipulating projects for endless con- 
sumerism. Just as for the poor of the world, there is no flight possi- 
ble from poverty to spiritualism, there can be no flight from aliena- 
tion to human fulfilment for the Western man so long as he is 
caught in the rat race of consumerism that provides the dynamics of 
the society he lives in. Whereas the poorer nations are producing 
generations with defective brains and bodies, developed societies 
are increasingly facing problems of disorders of consciousness. 
However, it would be a half-truth to suggest that poverty is our 
problem, while alienation is of the developed countries, both capi- 
talist and communist. Marx’s definition has been widened by the 
New Left to include five kinds of alienation. These are: (a) aliena- 
tion of man from his work; (b) alienation of man from the com- 
modities he produces; (c) alienation of consumption from produc- 
tion; (d) alienation of man from social organisms; and (e) alienation 
of men from one another. If to this list we add alienation of man 
from nature and alienation of man from his inner self, we would 
have a nearly complete Gandhian definition of alienation. If it 
pleases anyone, he can call it a truly Marxian definition. The point 
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is that by this definition all existing social systems would be found 
alienated, wholly or partially. And we must confess to our shame 
that the Indian society is far more alienated than any other because 
of the crippling poverty of its people on the one hand and, on the 
other, because of the serious inroads that values of the alienated 
West have made into our society by creating an irresponsible power 
elite with split personality. This combination has led to our society 
being an alienated one in respect of each one of the counts listed 
above. 

The problem of the developed world is that in it man has de- 
veloped a pseudo-self. Material progress beyond his needs and 
comforts is causing deterioration in his inner self. Young rebels in 
the West are revolting because they see their society falling apart or 
because it is ceasing to be a society at all; it is becoming an eco- 
nomic machine which cannot draw a distinction between false and 
true needs. The false needs are superimposed on the individuals by 
social interests of capitalists, the State power and the dominant 
elite, sometimes called the military-industrial-intellectual complex. 
This system has grown into a mass society which is a conglomera- 
tion of unrelated individuals, having lost the power to influence or 
criticize decisions. David Reisman called such a society the Lonely 
Crowd and Herbert Marcuse described it as a society of One-Di- 
mensional Man. There are certain other catchy descriptions of it also. 

The transformation of the Western society from work-orientation 
to consumption-orientation has brought about the loss of the 
autonomy of the individual, so much so that it often degenerates into 
psychopathic delinquency, or disorientation or psychosis bordering 
on paranoia. Even the New Left, which has exposed the ugly face 
of this society, has found no solution for such a society. Though 
philosophically wedded to humanism and egalitarianism, the New 
Left in practice often falls prey to skepticism, empiricism, and nihil- 
ism. Some of those subscribing to the ideology of the New Left 
propose spontaneous action as was done in the 1968 revolt. But the 
movement, after registering protest, degenerated into violence and 
then petered out, leaving behind a trail of disenchantment. The fail- 
ure of that movement has generated a new wave of terrorism all 
over Europe and the Americas which, incidentally, is a counterpart 
of the nuclear terrorism of the nuclear powers: There is that most 
dangerous alliance between trade unions and the criminal elements, 
called the Mafia. 
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One can go on listing their problems but there is no need to go 
further. However, I must mention one more point, namely that 
technological advancement of the West has created a worldwide 
problem of a rapid depletion of natural and non-renewable re- 
sources, waste of scarce energy resources, pollution, ecological im- 
balance, etc. In the United States alone, 10 billion dollars are in- 
vested annually in technologies intended to reverse these effects of 
technology itself. It is remarkable that Gandhi had warned the West 
nearly seventy years ago against this dangerous possibility. 

The Marxian theory of alienation does not lead up to a lasting 
solution because it rests only on economic factors, the most impor- 
tant of which precedes even the class analysis. It is largely based on 
the division of labour and technological factors. Elimination of 
capitalism and multipurpose training were the instruments sug- 
gested by Marx for partial repair of the damage done by alienation. 
Nothing more. The experience of the communist countries has be- 
lied even these hopes of Marx. 

Gandhi’s approach to both the problems of poverty and aliena- 
tion rested in his philosophy. This philosophy, though largely 
drawn from the mainstream of the Indian philosophic tradition, 
was also significantly influenced by other religious philosophies, 
particularly Christianity and Islam. It is not possible to go into all 
the details of Gandhi’s philosophy in this short paper. But suffice it 
to say that Gandhi’s philosophy centered around six major concepts 
and any particular approach or action had to be tested by these con- 
cepts. These were: Truth, Nonviolence, Bread Labour, Swadeshi, 
Aparigraha, and Satyagraha. Gandhi made it very clear that none of 
these concepts was absolute, though man through his unceasing 
struggle continued to reach what he called a series of Euclidean 
points each corresponding to these concepts. Therefore, one may 
_ sum up that Euclidean points, Material Indeterminism, and Moral 
Relativism in Progression, constituted the main tenets of Gandhi’s 
philosophy. One must remember these components of his philoso- 
phy as being the final reference points for any theory or practice of 
social transformation, including the removal of poverty and aliena- 
tion. 


TAKING these concepts one by one I can show their relationship with 
both poverty and alienation, but such an exercise will require a 
lot more space and will take us far away from the practical side of the 
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main theme of this paper. However, I will take one of the concepts, 
namely Truth, as a matter of illustration. “Truth” is the central 
theme of the Gandhian conceptual system. Gandhi used the word 
“Truth” in a variety of ways into which I cannot go here. Howev- 
er, one crucial aspect of it is extremely relevant in the present con- 
text. In contrast to the Hindu concept of ‘“‘Maya’’, the Gandhian 
concept of ‘“Truth” is both its opposite and the means of compre- 
hending reality. The word “‘Maya’’, as interpreted by the orthodox 
schools of Hindu philosophy, has done considerable harm to India 
in determining our relations with the external world because the 
external world itself was equated with ‘““Maya’’. Of course, there 
were several philosophers such as Patanjali who used, instead of 
“Maya”, the word “Avidya” or “Illusion” at the level of conscious- 
ness. In Gandhian phraseology it would be called untruth. Marx 
used the phrase “‘false consciousness’”” which implied a mistaken 
thinking about some aspects of reality. However, no matter what 
definition one uses, the basic idea is that an alienated man as a social 
or a self-creative being rests on illusion and false consciousness. 
Gandhi’s insistence on the practice of truth was to remove this 
illusion, whereas to Marx the way to knowledge was through illu- 
sion as well as the overcoming of it. That is why he described ideol- 
ogy also as false consciousness. In other words, alienation to Marx 
was both a condition and a compensation under capitalism. Gandhi 
could not accept this interpretation as it would amount to putting 
truth and untruth on the same level. Similarly, Marx regarded reli- 
gion also as an expression of false consciousness. Gandhi had a 
different view. Religion could be both false consciousness as well as 
true consciousness and the man who followed the path of truth 
could not but take from religion only true consciousness. That is 
why Gandhi believed that an alienated man cannot even ask a right 
question. But, paradoxically, Marx also made the same statement. 
The essence of the Gandhian approach was the centrality of man, 
both as an individual and as a social being. In his system man was 
not alienated because of the variety of approaches that emerged 
from his conceptual system. I shall briefly mention some of them. 
First, Gandhi was against all deterministic philosophies, particular- 
ly the Marxist philosophy of historical materialism. In fact, he 
opposed all those interpretations, even of the Gita, which opted for 
a deterministic philosophy. No one seriously challenged him on 
that. In his own words: “I appreciate that freedom as I have im- 
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bibed it through the central teaching of the Gita that man is the 
maker of his own destiny, in the sense that he has freedom of choice 
as to the manner in which he uses that freedom.” 

Secondly, man would be non-alienated when engaged in the di- 
alectical process of truth realization. We have the experience that 
most ideologies ultimately become dogmatic religions with the re- 
sult that their followers turn out to be the most alienated men. That 
is why Gandhi had to equate God with Truth because the purely 
theist argument eroded the philosophic thrust of his or indeed Indi- 
an dialectics. That is also why Gandhi used the word “‘truth” on the 
one hand and “experiments with truth” or “‘truth-realization” on 
the other. 

Thirdly, an unalienated man is one who by his actions and beliefs 
“changes one’s very nature’’ by attaching himself indissolubly to 
truth, i.e., his own true self. A man easily gets alienated when he 
becomes a slave of his habits or of his nature. 

Fourthly, an unalienated man is one who can listen to his own in- 
ner voice. It is the tragedy of man today that he is so lonely in a 
- crowd that no one listens to him and he listens to no one. It may be 
mentioned here that Gandhi put forward the idea of an inner voice 
against the distortion and corruption of the practice of finding a 
guru for charting one’s course of life. 

Fifthly, an unalienated man is one who respects and does not 
show hatred towards those against whom he struggles, particularly 
the exploiters. The Marxists talk of expropriating the expropriators 
but they do not add that a new set of expropriators continue the 
process. And expropriators by definition are alienated jointly with 
the exploited. Whether this exploitation is based on property rela- 
tions or State power or the power of the party bureaucracy, Gandhi 
insisted again and again that no one can be truly non-alienated un- 
less he gives up hatred and practises loving persuasion towards his 
opponent. Once he follows this precept, he is not alienated either 
from himself or from his friends and foes. 

Starting with the simple imperative that Economics must remain 
inseparable from Ethics, he concentrated on man as an uncompart- 
mentalized and integral whole. One may even say that like Marx, 
Gandhi believed in the total man, though Marx did not pursue his 
idea to its iogical end. Gandhi’s solutions were the following: 

First, Gandhi sharply differed from all economists, Marxian or 
non-Marxian, in respect of the theory of labour. To him, labour 
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was not a disutility as economists define it. Labour had four com- 
ponents: (a) bread labour which is a kind of minimum physical 
labour which must be performed by everybody from the philoso- 
pher to the ordinary labourers; (b) earning labour for living as is 
normally understood in economics; (c) as an instrument for self- 
actualization; and (d) as a method of service to others. Once this 
fourfold view of labour is accepted; no degree of division of labour 
can really dehumanize man totally. 

Secondly, Gandhi’s views on the scale factor are the most mis- 
understood or misinterpreted. ‘Small is Beautiful’ is a phrase 
coined by Westerners in the name of Gandhi. There is no such 
absolute hypothesis in Gandhi. Nevertheless, though the scale fac- 
tor itself cannot be evaluated, other things being given, small is bet- 
ter than large. But other things do not remain the same. One can- 
not produce a railway engine in a cowshed. Absolute concepts have 
no choice. But when choice exists, other considerations have to be 
given full weight. Gandhi was the most scientific modern mind and 
he could not vote for a reversal of technical progress that may push 
us into barbarism. As a searcher and experimenter with truth, he 
rejected technologies and even scientific research which was repug- 
nant to real human needs just as he rejected those human wants 
which were repugnant to human consciousness. What he insisted 
was that technological and scale choices must not be solely deter- 
mined by economic considerations. A full spectrum of technologies 
would be acceptable to him if it was found to be consistent with his 
sixfold conceptual system mentioned earlier and it can be shown 
that in a given situation some technologies will satisfy this creation, 
whereas others would not, irrespective of the differences in their 
productivity components. 

Ideas travel fast and wrong ideas travel even faster because they 
require no commitment. Some people in India have already started 
talking against industrialization just when we have taken only a few 
major strides. In this falsification of problems, Gandhi’s name is 
often evoked. This is a gross distortion, because Gandhi was not 
against industrialization as such. He was against the spirit of West- 
ern industrialization which induced a dangerous acquisitive lust and 
also became an ‘instrument of imperialism. What he warned us 
against was taking to a path that was bound to take us finally to a 
fetishism of industrialism and consumerism. The quality of life of 
which Gandhi often spoke was nothing but an alternative to con- 
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sumerism as a basis of industrialization from the demand side. To- 
day when we talk of appropriate technology and call it a Gandhian 
query, what do we mean by it? Appropriate technology in Gan- 
dhian terms is nothing but appropriate industrialization. This def- 
inition may appear to be a tautology and to avoid that impression. 
I must state Gandhi’s position in this respect more precisely. Gan- 
dhi would agree to technical, scientific, and industrial conditions 
for human emancipation. Beyond that, avoidance of alienation will 
determine choices in the production field. 

Thirdly, Gandhi refused to accept any of the prevailing economic 
systems, which may be summarized as Capitalist, Communist, and 
Mixed Economy, since all of them produced alienation of one kind 
or another. He suggested in turn what he called the system of Trus- 
teeship. Curiously, Gandhi claimed that Trusteeship was likely to 
be his most lasting contribution, whereas the votaries of all the ex- 
isting systems seem to reject it. Partly it is due to the fact that Gan- 
dhi did not elaborate it sufficiently, and partly because we ourselves 
have also not paid adequate attention to it. Trusteeship has two 
aspects: its basic principles and structure; and, secondly, the 
method to achieve a society based upon the principle of trusteeship. 
It is the second aspect which has created doubts because Gandhi ex- 
pected capitalists to relinquish voluntarily their property and act as 
trustees of the society. But more than once Gandhi made it clear 
that he was offering a solution or a way out for the capitalists in 
place of a bloody revolution which they must face if they remain 
tied down to their wealth and profits. He was also quite emphatic 
in stating that if the capitalists did not voluntarily surrender, the 
State is within its right to nationalize their assets. But nationaliza- 
tion to him was only a necessary evil, an intermediate state, which 
must ultimately be transformed into trusteeship. This is one of the 
vital differences between Gandhi and Marx. 

Gandhi did not leave behind a model of trusteeship; he only 
stated the basic principles of its organization. These principles 
were: (a) no one has any right over property which is a social phe- 
nomenon; (b) State ownership of property leads to concentration of 
economic and political power in the hands of a small bureaucracy 
which has the monopoly of violence and hence is an antithesis of 
trusteeship; (c) trusteeship is by definition a communitarian sys- 
tem, a kind of general cooperation of efforts and resources; (d) trus- 
teeship is a system of social self-management and a kind of socialist 
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democracy from below; and (e) trusteeship is based on the Gan- 
dhian theory of labour as enunciated above. 


SOME people have suggested that partial trusteeship is being intro- 
duced in many developed countries. Workers’ control of and share 
in management are now accepted by some even in capitalist coun- 
tries. This acceptance is partly in answer to the rising militancy of 
the working class and partly a reflection of its increased dissatisfac- 
tion with dull, stultifying jobs. The capitalist class is experimenting 
with attempts to ‘““humanize’’ the workplace but within the overall 
property relations of capitalism. The result of this effort has been a 
tremendous improvement in efficiency of production as well as the 
provision of a slightly less alienating workplace. But the degree of 
participation is kept limited because otherwise it would generate 
demand for a share in the financial gains of the company and the - 
stiff opposition from the managerial class which feels threatened in 
the exercise of its power and leverage with the proprietors. On the 
other hand, we have a much more genuine experience of socialist 
self-management in Yugoslavia where decisions both in a macro 
and a micro sense are being decentralized and with good results. 
But being a one-party State like other Communist countries, 
Yugoslavia faces the problem of political alienation. How can one 
remove one level of alienation while intensifying another? 

Some of us have become increasingly convinced of Gandhi’s 
theory of Trusteeship in view of the fact that Marxists have either 
not addressed themselves to the question of what happens after 
means of production are’ put in the hands of the State or have not 
found an answer to this question. This has raised doubts about their 
prescription, although except: for the Soviets, probably all other 
Marxists have come round to the view that nationalization is a 
necessary but not a sufficient condition for having a humanist and 
non-alienated society. But they do not know where to go from 
there. Their arguments have stopped at a rather critical point be- 
cause in the absence of a right answer, they usually slip back into 
equating sufficient conditions with the necessary conditions. 

This brings us to the second indictment by Gandhi that modern 
civilization was the alienation of the individual from political pow- 
er and from those who exercise it. In democratic countries, this 
aspect of alienation seems to be less emphasized because of the 
dominance of the electoral processes in which people do participate 


Poverty, Alienation, and the Gandhian Way Out 220 


in a limited way. But, in fact, there is a large gap between the polli- 
tical power elite and the ordinary voter. 

Gandhi was against all totalitarian systems. What divided Gandhi 
from Marx and his followers was that no Marxist society or Marx- 
ist thinker has been able to produce a theory of the distribution of 
political power. Communist countries can claim to have achieved a 
high rate of economic growth, a good system of economic dis- 
tribution, and a certain degree of discipline. But all this has been 
done under the fear of the coercive power of the State. They have 
not been able to devise a theory or system of distribution of politi- 
cal power corresponding to these non-political functions. Gandhi 
and the Marxists would have a lot in common if the latter could 
produce a theory of the distribution of political power. 

Gandhi openly rejected the view that politics or power is in- 
herently either sinful or amoral. What he decried was the soulless- 
ness of the present-day politics. In a materialistic society with the 
State presiding over it, institutions are bound to become centres of 
amoral power and power was bound to corrupt. Gandhi himself 
was a politician par excellence and one of the most power-conscious 
men. He totally disagreed with those who thought that society 
could be fundamentally changed without the instrument of politics. 
In fact, he himself declared that it was his search for truth that had 
drawn him into politics. He denied that power politics is ultimately 
detachable from the rest of politics. For him, those who were con- 
cerned with social emancipation but felt repugnant to politics were 
as much alienated people as those who were seeking power for the 
sake of power. The only way to avoid this double alienation was to 
combine politics with moral principles and a programme of neces- 
sary social reforms. 

If one of the significant factors contributing to alienation is the 
all-pervasive power of the State, which Gandhi described as a soul- 
less machine with concentration of coercive power by which it can 
limit the freedom of the individual, was he a philosophical anarchist 
as some people have tried to project him? The answer 1s “‘no’’. In 
the final analysis, he would have agreed with the Marxian concept 
of a Stateless society. Indeed both Gandhi and Marx describe the 
State as an alienated social entity. But this is not relevant at present 
and one does not know when such a society will come about. Gan- 
dhi was indeed a defender of parliamentary democratic institutions, 
though he quite clearly admitted the insufficiency of such systems 
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because in a parliamentary system the State machine and its power 
can be very effectively used against an individual. Of course, Gan- 
dhi was not prepared to consider the validity of any totalitarian sys- 
tem and he would use all the power at his command to fight such a 
State. 

But one may ask what was Gandhi's answer to the general prob- 
lem of political alienation when the State power is accumulating in 
the hands of the State, no matter what the system is. Behind every 
political power lies an economic system. We have already sug- 
gested above that he would have changed the present economic 
base of both corporate culture and State bureaucracy into Trus- 
teeship. If the Trusteeship system succeeds, one of the most impor- 
tant economic bases of the coercive and alienated State power will 
have been eliminated. But Gandhi would not, however, have been 
satisfied with that. Political alienation could exist even in such a 
society, unless there were political institutions permitting direct 
participation through what we calli institutions of participatory 
democracy. Along with institutions of the parliamentary system 
Gandhi advocated a system of parallel polity. This polity would 
consist of a wide network of institutions which permitted direct 
participation of the people. He had often used the word ‘‘Pan- 
chayats”’ as a reference point. One may even describe his concept as 
the Leninist concept of the “‘Soviets”. But he would not allow Par- 
liament to be removed by the “Soviets” as was done in the Soviet 
Union. 

Gandhi defined a polity as some kind of a system of oceanic, con- 
centric circles rather than as a pyramidal system as all modern poli- 
tical systems are. In his view, the larger circle has to get its support 
from the smaller circle so that no matter however small a circle may 
be, one can play one’s role there as well as be linked to the largest 
circle. In other words, an individual’s political activity could at 
once be both narrow and large. This is not an easy concept to fol- 
low. But as more and more people, dissatisfied with the limitations 
of the modern parliamentary system, are seeking correctives in the 
form of institutions of participatory democracy to avoid alienation, 
Gandhi’s approach requires serious study. 

Finally, next to Trusteeship, Gandhi made the highest claim for 
his educational system as an alternative to the monster that has 
emerged from the British system of education that we have opted. 
It is on the lips of almost everyone that our educational system 
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serves only the interests of a small minority, is unrelated to our en- 
vironment, poorly serves the objective of development, generates 
superficial elitism and, above all, is the most concentrated form of 
alienation. Looking back over the experience of the last thirty 
years, one finds that our system, instead of creating a really edu- 
cated man, has only created a class of parasites. The nation 1s 
paying a heavy price for having allowed this terrible distortion. 

The educational system of the modern developed societies re- 
sponded to the compulsions of those societies. The educational elite 
succeeded in changing the consciousness of the people by bringing 
about changes in the educational system. In the late 1960s it 
appeared that the European educated youth were rising in revolt 
against the authorities in those societies which were considered 
most stable. But that revolt turned out to be a mere aberration. On 
the contrary, in our case, neither our educational system nor our 
youth seems to respond to the compulsions of our society. They 
seem to be in continuous revolt, but this revolt appears to be mind- 
less and rudderless. Fewer and fewer protests are made on the basis 
of educational values, class, and ideological or political affiliations. 
Student revolt seems for the most part to be spontaneous rioting 
without leading to the spontaneous emergence of a new force. Clear- 
ly, this is a case of alienation rather than of revolutionary action. 

I have discussed so far the pathology of the Indian and global dis- 
ease of poverty and alienation and have dilated upon some aspects 
of Gandhian diagnostics and prescriptions for them. But the most 
difficult issue is by whom and by what means are these sick 
societies to be cured. There have been many philosophers in the 
world who have done diagnostic exercises. But only a few have had 
the perception and the moral authority to suggest the means of 
changing the society. I shall confine myself only to two aspects of 
this problem as suggested by Gandhi. First, like Lenin, Gandhi in- 
sisted on and hoped for the emergence of a small revolutionary elite 
who would be the instrument of change. Second, the method of 
change would be Satyagraha. 

In every society there are always people who are more concerned 
than others about its survival and its value system. Gandhi addres- 
sed himself to that part of the Indian society that had such a concern 
but he laid very stringent conditions for their conduct. Anyone 
who believed in the sixfold Gandhian concept mentioned earlier 
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and followed in practise the compulsions of those concepts alone 
could be a member of that revolutionary elite minority. These con- 
cepts in action were indeed nothing more than that which was de- 
scribed in the Indian philosophy of Karmayoga. The members of 
this elite had to give up all property. They had to live as ordinary 
‘men do. They had to practise the principles of bread labour and so 
long as there was suffering in the humanity, they had to partake of 
it in a way so as to eliminate it. And, above all, this revolutionary 
elite had to pursue the nonviolent path of conquering hate by love 
and untruth by truth, through the continued process of struggle 
called Satyagraha. In the final analysis, Gandhi was fully convinced 
that if one accepts congruity between firm and pure intentions and 
the capacity for effective choices on the basis of what is held to be 
necessary, there would be no alienation of the elite. The alienation 
in the rest of the society will depend upon how much the revolu- 
tionary elite is itself alienated from the society. That is why Gandhi 
made it very clear that without eliminating the component of 
alienation from politics, there could be no elimination of alienation 
from elsewhere. In other words, politics for him was inseparable 
from other social and economic activities. The revolutionary 
minority had to be highly politically conscious, morally exemplary 
and sensitive, and fully capable of understanding and undertaking 
the practice of Satyagraha. 


GANDHI did not consider any socio-economic system as legitimate 
unless it carried with it the right method of struggle to avoid 
stagnation and degeneration of its proclaimed values. Marx 
evolved the method of class struggle and Gandhi the method of 
Satyagraha. Both methods have their own dialectics, except that 
the communist countries have been hard put to apply convincingly 
the Marxian dialectics to the type of classless society they claim to 
have realized. Partly this difficulty arose from the Marxist philoso- 
phy of dialectical materialism of which the class struggle was the 
precocious child. No satisfactory answer has been offered by them 
to the question as to what would happen after the class struggle. 
For, within the framework of Western philosophy, which has only 
two streams, namely Science and Linguistics, there is no scope for 
perpetual dialectics. Sometimes the Marxists talk of non- 
antagonistic contradictions, but these are of a temporary character. 
Mao was the only major Marxist who believed in dialectics as a 
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perpetual process that was to go on for hundreds of years. But Mao 
remains an exception rather than the rule. On the other hand, in the 
Gandhian philosophy there are two perpetual streams, man’s rela- 
tions with his external world as well as his relations with his inner 
self, both positing an unending dialectic unless man reached final 
salvation, that is, Moksha. 

If Gandhi would not accept a system which did not have built 
into its processes a method of struggle, he was obliged to suggest a 
method of rightful struggle for his own system. He suggested 
Satyagraha which was essentially a man’s struggle for the vindica- 
tion of his freedom and truth without which there could be no 
escape from alienation. Satyagraha, in its manifold forms, was not 
merely man’s legitimate struggle against tyranny and injustice but 
also simultaneously an instrument for testing the validity and 
morality of the purposes and methods of struggle. That is why 
Gandhi always insisted on the adoption of right means because 
Satyagraha was also an instrument of self-purification as well as 
moral self-advancement, and it was a powerful instrument both for 
a struggle for human rights against their suppression by the State 
and for creating a cohesive society of non-alienated individuals. 
Gandhi openly proclaimed that people submitted to oppression be- 
cause they did not know or practise the technique of Satyagraha. 
The more oppressive is the State, the greater would be the intensity 
of a Satyagraha movement it called for. Disobedience and even 
sedition is not ruled out if the Satyagrahi who opts for it willingly 
accepts the onus of responsibility and the consequences of changing 
the law. 

Although Gandhi regarded Satyagraha as a practice that could be 
pursued by anyone and everyone and called it “‘a doctrine of uni- 
versal application’’, he addressed himself essentially to a small re- 
volutionary minority which alone could imbibe its very stringent 
conditions that he laid down. Although he said that “‘it is as difficult 
or as easy to practise any other virtue’, he knew the limitations of 
ordinary men and the limits of their sufferings and, therefore, in 
political practice prescribed it for an elite minority. A Satyagrahi 
was a revolutionary who aimed at making far-reaching changes in 
society and who had the vision of change and was prepared to chal- 
lenge the entire system. But he was also disciplined and self- 
sacrificing and a practitioner of truth and nonviolence. This was 
probably the only distinction which Gandhi drew between the elite 
and the masses. 
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Naturally, he addressed himself to those who were educated, had 
a highly developed social consciousness, could exercise discretion, 
and also discriminate between the various stages of Satyagraha as a 
movement. Although what he called the law of Satyagraha was ap- 
plicable to individual action as well as to a mass movement, he was 
very conscious of the possibility of the latter generating into vio- 
lence, anarchy, and irresponsible disobedience, and thus destroying 
even the normal law-abiding habits and therewith undermining a 
democratic society. 

Indian politics during the last thirty years has clearly demon- 
strated the vacuity and the futility of all the revolutionary methods 
we borrowed from abroad. Our society is more aimlessly con- 
vulsed today than it was at any time before. There is a class conflict, 
though not a real one, but through which cut the caste conflicts. 
We have linguistic and regional conflicts; we have communal con- 
flicts; we have also widespread disturbances and clashes in educa- 
tional institutions; public property is burnt or damaged on the least 
provocation; and new facets of police regression are appearing on 
the surface. No genuine analyst can ignore what lies behind these 
convulsions and confrontations. But one also cannot ignore the fact 
that methods used in these conflicts are not only eroding the demo- 
cratic institutional structure but also destroying our moral value 
system. In one sense or the other, all these conflicts are the by- 
products of poverty, or alienation, or both. 

After India became independent, it became a habit with old iead- 
ers who assumed the reigns of power to denounce Satyagraha as 
unnecessary and illegitimate in a democratic society. But, for Gan- 
dhi, Satyagraha was relevant at all times and in all contexts. 
According to him, there has to be Satyagraha even in Satyug, 
not to speak of our age of Kaliyug. Struggle is a part of life and ina 
society in which both poverty and alienation dominate, it must be 
given proper shape and direction so that it does not degenerate into 
massive violence, entrenchment of divisive forces, pervasive 
hatred, corruption, and the lies of politics. All this is happening ev- 
eryday right in front of our eyes. Gandhi had made it very clear as 
early as 1930: “My nonviolence would not prevent me from fight- 
ing my countrymen on the many questions which must arise when 
India has become free.”’ A truly Gandhian Satyagraha could well be 
a relevant instrument today. 

But before anyone thinks of launching any struggle, he has to ask 
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himself whether he has left any scope for understanding the view- 
point of the other side. He should also ask himself if he is being 
merely self-righteous or so full of hatred against his opponents that 
he leaves no scope for a peaceful resolution of conflict. Gandhi had 
once said that a born democrat is a born disciplinarian. For him, 
educational institutions should be such as to produce a good army 
of potential Satyagrahis. He left even scope for students walking 
out of institutions but he left no scope for any selfish individual 
gain for anybody. 

I, therefore, would like to make a strong plea for a return to the 
pursuit of Gandhian methods of Satyagraha both as a way of fight- 
ing one’s own alienation as well as putting an end to social aliena- 
tion. The educated youth is the most alienated element of our socie- 
ty because it is very conscious of its alienation and is also facing the 
bleak prospect of lack of job opportunities. It is doubtful if the pres- 
ent system, including the educational system, can either remove 
poverty or eliminate alienation. For us it is going to be a very long- 
drawn struggle and each one of us has to ask himself on which side 
of this struggle he is going to be. One may join the power elite 
which rules this system. One may join the forces of violence which 
destroy everyone but create nothing. One may go for causes in the 
name of easy-going slogans of this or that “‘ism’’ or one may decide 
to stand up as an individual and as a member of society to change 
the whole system. 

But it would be necessary to understand the preconditions 
Gandhi laid down as absolutely necessary for the practice of 
Satyagraha. First, there can be no Satyagraha for an unjust cause. 
Otherwise the principle of truth will be flouted. Secondly, Satya- 
graha excludes the use of violence in any shape or form, in thought 
or action. Thirdly, Satyagraha presupposes a clear distinction be- 
tween a willing obedience to the laws which are good and opposi- 
tion to those which are immoral. In the final analysis, the superior- 
ity of the law of conscience has to assert itself over other laws for a 
Satyagrahi. Fourthly, Satyagraha is an instrument available only to 
those who have no hatred towards their opponents. Fifthly, a 
Satyagrahi must have the capacity and willingness to suffer. That is 
why Gandhi insisted more on a small revolutionary minority rather 
than a whole peopie undertaking it. Sixthly, Satyagraha means, 
among other things, constant engagement in constructive social 
work so that Satyagraha as a struggle does not become negative. 
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Seventhly, Satyagraha calls for total humility on the part of those 
who practise it. Last but not least, Satyagraha is the expression of 
discipline and sincerity. As Gandhi said, it challenges our honesty 
and our capacity for national work and our willingness to submit to 
discipline. 

I began by focussing on the problems of poverty and alienation, 
both Indian and global; and I would like to end by stressing that un- 
less a revolutionary minority takes up the task of total transforma- 
tion to mobilise masses, we would remain locked in barren intellec- 
tual exercises. In view of growing violence, parasitism, and multi- 
plicity of social conflicts, no method other than Satyagraha is going 
to serve us. 
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